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Statement Regarding Forward L ooking Disclosure

Statements in this Form 10-K SB annual report may be "forward-looking statements" within the meaning of
the Private Securities Litigation Reform Act of 1995. Forward-looking statementsinclude, but are not limited to,
statements that express our intentions, beliefs, expectations, strategies, predictions or any other statements relating to
our future activities or other future events or conditions. These statements are based on current expectations, estimates
and projections about our business based, in part, on assumptions made by management. These statements are not
guarantees of future performance and involve risks, uncertainties and assumptions that are difficult to predict.
Therefore, actual outcomes and results may, and are likely to, differ materially from what is expressed or forecasted in
the forward-1ooking statements due to numerous factors, including those described above and those risks discussed
from time to timein this Form 10-KSB annual report, including the risks described under "Risk Factors," and
"Management's Discussion and Analysis of Financial Condition and Results of Operations" in other documents which
we file with the Securities and Exchange Commission. In addition, such statements could be affected by risks and
uncertainties related to product demand, our ability to develop, obtain rights to or acquire new products and
successfully market the products, market and customer acceptance, competition, government regulations and
reguirements, pricing and development difficulties, our ability to make acquisitions and successfully integrate those
acquisitions with our business, as well as general industry and market conditions and growth rates, and general
economic conditions. Any forward-|ooking statements speak only as of the date on which they are made, and we do not
undertake any obligation to update any forward-looking statement to reflect events or circumstances after the date of
this Form 10-K SB.

The success of recent or contemplated future acquisitions will depend on the effective integration of newly -
acquired businesses, products or services into the Company's current operations. Important factors for integration
include realization of anticipated synergies and cost savings and the ability to retain and attract new personnel and
clients.

This Annual Report also contains certain financial information calculated on a"pro forma' basis. Because
"pro forma" financial information by its very nature departs from traditional accounting conventions, this information
should not be viewed as a substitute for historical financial information prepared in accordance with GAAP contained
in the Company's financial statements that are contained in this Annual Report and should be read in conjunction
therewith.

Investors should eval uate any statements made by the Company in light of these imp ortant factors.
Available Information

Information regarding the Company's annual reports on Form 10-K SB, quarterly reports on Form 10-QSB,
current reports on Form 8-K, and any amendments to these reports, are available to the public from the SEC's website
at http://www.sec.gov as soon as reasonably practicable after the Company electronically files such reportswith the
Securities and Exchange Commission. Any document that the Company files with the SEC may also be read and
copied at the SEC's public reference room located at Room 1024, Judiciary Plaza, 450 Fifth Street, N.W., Washington,
DC 20549. Please call the SEC at 1-800-SEC-0330 for further information on the public reference room.



PART |

Item 1. Description of Business,
Introduction
Our business consists of two operating segments, advertising and products.

Since July 8, 2003, when Adsouth, Inc. was formed, we have provided advertising agency services
specializing in direct response media campaigns. Our advertising agency servicesinclude (i) the placement of
advertising in television, internet and print media outlets; (ii) the production of advertising content including television
commercials, print advertising and other graphics design literature; and (iii) advertising and marketing consulting
services. During 2004 and 2003, our advertising segment revenues were $2,925,000 and $789,000, respectively.

Our strategy isto combine our advertising and direct marketing resources with our knowledge of the retail
market to develop, acquire or obtain rights to products which we believe can our enhance our overall business. In
furtherance of this strategy we have obtained the rights to the following products since February 2004.

»  The Dermafresh line of skin care product, which we acquired in February 2004. At that time there was
one product, a microdermabrasion kit skin care product. Since then, we have expanded the line and it
presently consists of nine skin care products.

*  Simon Cosmetic’s line of skin care products, for which, in October 2004, we obtained atwo-year
exclusive distribution license for North America. Theinitial Simon Solutions Line productisaLip
Solution Product, alip enhancement product that is endorsed by Pamela Sue Anderson.

e TheMiko brand, which consists of nine marinades and dressings, which we acquired in January 2005.

»  Great American Products' Ultimate HGH nutritional products, for which, in February 2005, we acquired
the one-year exclusive right to sell these productsin Asia, Africa, the former Soviet Union, Eastern and
Western Europe, the South Pacific, Mexico and South America.

* A new line of products created by Delmar, Inc., which utilize Delmar’s proprietary technology utilized in
skin care formulations which incorporates the whole egg and isused in Delmar’s proprietary L’ Avenir
products, for which, in February 2005, we obtained a two-year exclusive distribution agreement for mass
market distribution in the United States and Canada. We intend to market these products under the name
“e70.”

During 2004, we generated product revenue of $1,119,000 from the sale of our Dermafresh products. We did
not sell any other productsin 2004. We introduced the Simon Solutions Lip Solution Product in January 2005, and we
intend to introduce our other skin care products during 2005. We commenced marketing the Miko brand of productsin
January 2005. We intend to introduce the Great American productsin selected marketsin the second quarter of 2005.

Corporate Information

We are a Nevada corporation organized under the name Zenith Transportation, Inc., in December 1998. Our
name was changed to Zenith Technology, Inc. in February 1999. In January 2004, in atransaction characterized as a
reverse acquisition, we acquired Adsouth, Inc. and our corporate name was changed to Adsouth Partners, Inc. The
transaction by which we acquired the stock of Adsouth, Inc. isreferred to in this Form 10-KSB asthe "reverse
acquisition." From and after January 8, 2004, our business was the business conducted by Adsouth, Inc. prior to the
reverse acquisition.

Thereverse acquisition was effected through a share exchange agreement dated January 4, 2004 by and
among The Tiger Fund, Inc., which was then our controlling stockholders, us and John P. Acunto, Jr. and AngelaE.
Acunto, who were the sole stockholders of Adsouth, Inc. Pursuant to the share exchange agreement, The Tiger Fund
transferred 1,866,667 shares of common stock to Mr. and Mrs. Acunto in consideration for which they transferred all of
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the outstanding stock of Adsouth, Inc.tous. Upon completion of the share exchange transaction, the control of our
company had changed such that Mr. and Mrs. Acunto collectively owned more than 50% of our outstanding common
stock.

The accounting rules for reverse acquisitions require that beginning January 4, 2004, our balance sheet
includes the assets and liabilities of Adsouth, Inc. and our equity accounts were recapitalized to reflect the net equity of
Adsouth, Inc. In addition, the 2003 operating results are those of Adsouth, Inc.

Our executive offices are located at 1515 North Federal Highway, Suite 418, Boca Raton, Florida 33432,
telephone (561) 750-0410. Our website iswww.adsouthinc.com Neither the information nor other statements
contained in our website nor the information contained in any other Internet websiteis apart of thisannual report on
Form 10-KSB.

Reverse Split
On March 24, 2005, the Company effected a one-for-15 reverse split of its common stock. All share and per

share information in this Form 10-KSB Annual Report retroactively reflect such reverse split.

Risk Factors

Risks Concerning Our Advertising and Direct Marketing Business

Because of our dependence on a limited number of customers, our failure to generate business for our advertising
business could impair our ability to continue in that business.

During 2004, 69% of our total revenues were derived from one advertising sector customer and we reserved
$482,000 of receivables from such customer. During the early stages of our growth, it is expected that we will remain
dependent on alimited number of clientsin the foreseeable future. The absence of asignificant client base may impair
our ability to attract new clients. We cannot assure you that we will be able to operate our direct response marketing
business profitably.

Our failure to develop and sustain long-term relationships with our clients would impair our ability to continue our
direct response marketing business.

Almost all of our agreements for our advertising services relate to direct response marketing pursuant to short-
term or single project engagements. If our clients do not continue to use our services, and if we are unable always to
replace departing clients or generate new businessin atimely or effective manner our business could be significantly
and adversely affected.

Because our direct response marketing clients are smaller companies that are highly subject to fluctuationsin the
economy, our direct response marketing business will be especially subject to adver se economic trends.

Since downturnsin the economy have generally had a more severe effect upon smaller companies, especially
single-product companies, than larger companies, any changes or anticipated changes in the economy which cause these
companies to reduce their advertising, marketing and promotion budget or which impair the ability of these companiesto
borrow money or raise capital or otherwise implement their business plans would impair our direct response marketing
business.

Because we are a small company, with only modest revenue and |osses to date from our advertising business, we may not
be able to compete effectively.

The advertising and direct marketing services businesses are highly competitive. We compete with major
national and international advertising and marketing companies and with major providers of creative or media services
which are not themselves advertising agencies, in order to maintain existing client relationships and to obtain new



clients. The client’ s perception of the quality of our creative product, our reputation and our ability to serve clients are,
to alarge extent, factorsin determining our ability to generate and maintain advertising business. Our size and our lack
of significant revenue and our losses may affect the way that potential clientsview us.

Risks Concerning our Products

The products which we sell are unrelated to our direct response marketing business, and we may not be able to generate
profitsfromthisline.

Since we acquired the Dermafresh product linein February 2004 and expanded that line with the Simon
Solutions product line, we have incurred product development and marketing expenses and sustained a net loss from these
operations during 2004. We are seeking to market our skin care products primarily through mgjor retail and drug chains
and our Miko brand of marinades and dressings through specialty food stores, chain grocery stores and other retail food
outlets. Our ability to operate this business profitably will be dependent upon anumber of factors, including:

e our ability to obtain shelf spacein stores, in face of competition from numerous major and specialty skin care
companies that presently dominate the market for those products and numerous major, gourmet and specialty food
companiesthat dominate the specialty food market.

» our ability to price our products at levelsthat make them attractive to retail customers,
» theuser' sresponseto our products, including their willingness to make repeat purchases, and
» theword-of-mouth response to our products and our ability to develop brand recognition for our products.

If we are not able to obtain and retain shelf space or if the user’s response to our product is not favorable we
may be unable to continue in this business. Furthermore, even if we are initially successful in placing our products in
our target retail markets, the failure to generate customer acceptance is likely to impair our ability to retain shelf space.
We cannot assure you that we will be successful in generating either adequate shelf space or customer acceptance.

To the extent that we sell our productsto major discount and other chains, we will be dependent upon the purchasing and
return policies of these chains.

Since we are marketing our skin care products to major discount and other chains, if we are able to sell to such
chains, because of their buying power, we will be subject to their policies on such matters as accepting and scheduling
deliveries, payment and returns. Asaresult, we may have to sell at adiscount price and also place significant reserves
against the accounts receivables from these chains, which may impair our ability to operate profitably.

We may be subject to claims arising from the use of our skin care and food products.

Asacompany that markets and sells skin care products, we may be subject to claims relating to such concerns as
alergic or other reaction to the products and claims as to the efficacy of the products even if the products are
manufactured by others. With respect to our food products, we may be subject to claims relating such concerns as allergic
or other reaction to the food products or to impuritiesin the foods which may arise either in the manufacturing process or
by tampering. We cannot assure you that we will not be subject to such claims or that we will be successful in defending
any such claims. Any litigation, regardless of the outcome, would entail significant costs and use of management time
which could impair our ability to generate revenue and profit. In the event that we have liability from aclaim relating to
our Miko products, our insurance may not be sufficient to cover our liability.

Because we have no manufacturing facilities we are dependent upon third party suppliersto manufacture our products.

All of our skin care products are or will be manufactured for us by non-affiliated manufacturers pursuant to
purchase orders, and we do not have any long-term agreements with any supplier. Werely upon our suppliersto develop
and test their formulations, to produce a uniform product for usin facilities that comply with applicable laws, to
implement adequate quality control procedures and to deliver product to usin atimely manner. Our skin care products



business will be impaired by the failure of our suppliersto do any of the foregoing. Further, in the event that we change
suppliers, it may be necessary to change the formulations of one or more of our skin care products, and we cannot assure
you that we will have a smooth transition to a new supplier or that we will not encounter other serious problemsin the
quality or delivery of products resulting from achangein supplier.

Because we expect that we may purchase our Miko products from a company owned by Miko Brands' sole member and
chief executive officer, we may be dependent upon that supplier for our products.

We do not have any facilitiesfor the production or distribution of our Miko products. We have given acompany
owned by Martin Carter, the sole member and chief executive officer of Miko Brands, a manufacturing license to
manufacture Miko products for us under certain conditions. If thiscompany does not produce our Miko products, we will
need to retain another source for the production of these products. Since wewill not have control over the manufacturing
of our Miko products, we will be dependent upon athird party, which may be acompany controlled by Mr. Carter, to
supply uswith the quality and quantity of productsthat we require and insure quality control for the products. Mr. Carter
does not have experience in producing large quantities of product. |f hiscompany or any other third party supplier is
unable to supply us with the quality and quantity of product that we request or to devel op new productsin response to
changing consumer preferences, we may be unable to implement our marketing plan and may have to discontinue this
business.

Our lack of experience in the specialty food business may impair our ability to market and sell the Miko products.

The Miko products are sold inamarket which is different from the market for our skin care products and onein
which we have no prior experience. Because of the differencein the nature of the market, we may not be successful in
generating significant revenue or income from these products. If we are unable to generate revenue from these products,
both our working capital and our ability to operate profitably will be impaired.

The devel opment and i mplementation of a marketing program for Miko productswill require significant cash
expenditures with no assurance of success.

Miko Brands did not generate significant revenue from its products prior to its sale of assetsto us. We have not
yet devel oped a marketing and sales program for these products, and we will need to devel op amarketing program that
will seek both to create market awareness of Miko products and to place Miko products on the shelves of retail outlets. In
this connection we expect that we will need to hire experienced personnel and establish a distribution network of food
distribution companies that would deliver our productsto the retail outlets and obtain shelf space. The implementation of a
marketing and sales program could involve significant cash expenditures. We cannot assure you that we will be
successful in the development or implementation of amarketing program, and if we are not successful in implementing
such aplan, the results of our operations and our financial position could be impaired.

Because our Miko products businessis subject to consumer tastes and preferences, if we cannot satisfy consumer taste, we
will not be able to operate this business profitably.

Thefood industry in general and the specialty food industry in particular is subject to changes in consumer
preference. Consumer preferences in products such as sauces and marinades is affected by popular tastes, which can
change dramatically over a short period of time. In addition, diet fads, including low carbohydrate and low fat diets may
affect the willingness of consumersto purchase products which they do not believe fit within the constraints of their diets.
If we are not able to adapt our products to meet and anticipate customer preferences, we may be unable to operate this
business profitably.

We have no patent rightsto our products or registered trademark for the Dermafresh or Miko names.

Although our suppliers have advised us that they have patent rights or licensesto those ingredientsin our
formulations which are proprietary and that the formul ations have been devel oped either by the manufacturers or by us,
we cannot assure you that our skin care products do not infringe upon the patent or other proprietary rights of others. In
the event that a supplier’ s formulation infringes upon the rights of athird party, the third party may include usin any



litigation, which may be expensive regardless of whether we or our manufacturer ultimately prevails. Further, we do not
have aregistered trademark for the Dermafresh or Miko name.

Because our business strategy contemplates that we may acquire products or rightsto products that are sold in different
mar kets, we may be unable to devel op a unified marketing strategy which may impair our ability to grow.

In seeking new products or the rights to new products, we may obtain rightsto productst hat are not related to each other
and which are not sold in the same product market or geographic market as products which we are then marketing. Since
each type of product reguires a separate marketing strategy an marketing organization, we may incur expenses in
duplicating marketing and sales organizations for totally unrelated products. We may not be able to integrate these
operations and to the extent that we duplicate organizations for different products, our ability both to grow and to operate
profitably may be impaired.

Because our distribution agreements have a short period of exclusivity, we may not be able to get the full value of our
distribution rightsif the agreements are not extended.

Our present distribution agreements give us exclusive rights for a period of one or two years. Because of the time and
effort and normal delays associated with product introduction, if the product is successful, unlessthe agreement is
extended, we may incur significant cost in introducing and generating interest in the product with no assurance that we
will have any rights to market the product once consumers have accepted the products. Asaresult, we may be unableto
receive the long-term benefits of our effortsin introducing the product.

If we market products in foreign markets we may be subject to additional businessrisks.
Our agreement with Great American grants us exclusive distribution rightsin countries outside of the United States, and
we may seek to acquire foreign distribution rights for other products. We do not have a marketing staff whichis

experienced in marketing outside of the United States. Our risksin marketing in foreign countries include the following:

e Our ahility to devel op and maintain relationships with distributors and manufacturers who are familiar with the
markets and are able to generate an effective marketing strategy.

»  Government regulationsrelating to the nature of the product being sold, including those relating to skin care, food and
nutritional products.

»  Government regulations relating to labor policies and relations with distributors and dealers, which may make it
difficult to terminate adistributor if we believe that the distributor is not performing under the agreement.

» Theeffect of uncertainties economic conditions and an uncertain global political environment, including foreign
preferencesfor, or aversionsto, products from United States companies.

*  Fluctuationsin currency exchange rates which could affect both our ability to sell the products and our ability to
generate profitsfrom sales.

e difficultiesin maintaining uniform standards, controls, procedures and policiesin different countries.
Because of our size, we may have difficulty competing with larger companies that offer similar products.

All of the products that we sell are sold into markets that are highly competitive and are dominated by major
international companies aswell as numerous smaller companies. Other companies not only have greater staff,

resources and public recognition than we have, but also have the ability to offer other services which we either cannot
or do not offer. We may not be able to compete successfully with such competitors.



General Risks Concerning our Business

We may require additional fundsfor our operations.

At December 31, 2004, we had aworking capital deficiency of approximately $916,000. We require significant
cash during 2005, particularly in the first quarter, in order to implement an aggressive marketing program for both our skin
care and Miko products. Althoughwe raised gross proceeds of $810,100 from the sale of our securitiesin February
2005, we may need additional fundsin order to continue growing our business. Our failureto raise the necessary capital
could hurt our businesses and could require us to scale down or terminate some or all of our operations.

The terms on which we may raise additional capital may result in significant dilution and may impair our stock price.

Because of our cash position, our stock price and our immediate cash requirements, it is difficult for usto raise
capital for our present businesses and for any planned expansion. We cannot assure you that we will be able to get
additional financing on any terms, and, if we are able to raise funds, it may be necessary for usto sell our securitiesat a
pricewhichisat asignificant discount from the market price and on other terms which may be disadvantageousto us. In
connection with any such financing, we may be required to provide registration rightsto the investors and pay damages to
the investor in the event that the registration statement is not filed or declared effective by specified dates. The price and
terms of any financing which would be available to us could result in both the issuance of asignificant nurrber of shares
and significant downward pressure on our stock price.

We may not be able to continue to grow through acquisitions

Animportant part of our growth strategy isto acquire other businesses or obtain the rights to other product
lines, which may or may not be related to our current businesses. Such acquisitions may be made with cash or our
securities or acombination of cash and securities. To the extent that we require cash, we may have to borrow the funds
or sell equity securities. Theissuance of equity, if available, would result in dilution to our stockholders. We have no
commitments from any financing source and we may not be able to raise any cash necessary to complete an
acquisition. If we fail to make any acquisitions, our future growth may be limited. As of the date of this Annual
Report, we do not have any agreement or understanding, either formal or informal, asto any acquisition.

If we make any acquisitions, they may disrupt or have a negative impact on our business.

If we make acquisitions, we could have difficulty integrating the acquired companies’ personnel and
operations with our own. In addition, the key personnel of the acquired business may not be willing to work for us.
We cannot predict the affect expansion may have on our core business. Regardless of whether we are successful in
making an acquisition, the negotiations could disrupt our ongoing business, distract our management and employees
and increase our expenses. In addition to the risks described above, acquisitions are accompanied by a number of
inherent risks, including, without limitation, the following:

« thedifficulty of assimilating acquired products, services or operations,

« thepotential disruption of the ongoing businesses and distraction of our management and the management of
acquired companies;

» thedifficulty of incorporating acquired rights or products into our existing business;

» difficultiesin disposing of the excess or idle facilities of an acquired company or business and expensesin
maintaining such facilities;

» difficultiesin maintaining uniform standards, controls, procedures and policies;

» thepotential impairment of relationships with employees and customers as aresult of any integration of new
management personnel;



» thepotential inability or failure to achieve additional sales and enhance our customer base through cross-marketing
of the products to new and existing customers;

» theeffect of any government regulations which relate to the business acquired;

» potential unknown liabilities associated with acquired businesses or product lines, or the need to spend significant
amounts to retool, reposition or modify the marketing and sales of acquired products or the defense of any
litigation, whether of not successful, resulting from actions of the acquired company prior to our acquisition.

Our business could be severely impaired if and to the extent that we are unable to succeed in addressing any of
these risks or other problems encountered in connection with these acquisitions, many of which cannot be presently
identified, these risks and problems could disrupt our ongoing business, distract our management and employees,
increase our expenses and adversely affect our results of operations.

Because we are dependent on our management, the loss of key executive officers and the failure to hire additional
qualified key personnel could harmour business.

Our advertising businessis largely dependent upon our chairman and chief executive officer, John P. Acunto, Jr. Our
advertising business may be adversely affected if Mr. Acunto or any of our key management personnel or other key
employees |eft our employ. Although we have an employment agreement with Mr. Acunto, this agreement does not
guarantee that he will continue with us. Our skin care and Miko businesses are largely dependent upon our president,
John Cammarano. These businesses may be adversely affected if Mr. Cammarano left our employ. Furthermore, we
need to hire additional executive, managerial, marketing and other key employees for our direct response marketing
business and our Dermafresh and Miko products businesses. We cannot assure you that we will be successful in
engaging and retaining such personnel and the failure to engage qualified personnel will have a material adverse effect
upon our business.

Control by our management might limit independent, public shareholder influence over our corporation and prevent a
third party from acquiring us even if an acquisition isin the best interest of our stockholders.

Asof March 25, 2005, John P. Acunto, Jr., our chairman of the board and chief executive officer, together
with hiswife, Angela E. Acunto, beneficially own 47.6% of our outstanding common shares, and exercise control over
our operations and, at a meeting of stockholders, they may be able to elect all of the members of our board of directors
and approve any matter requiring stockholder approval.

We may issue preferred stock without approval of our stockholders which could make it more difficult for a third-party
to acquire us and depress our stock price.

Our articles of incorporation permits us to issue up to 3,500,000 shares of series A convertible preferred stock,
each share of which is convertible into 100 shares of common stock upon a change of control. In addition, we have the
authority to issue 1,500,000 shares of preferred stock without avote of our stockholders. In the future, our board of
directors may issue one or more series of preferred stock that has more than one vote per share or which give the
holders other preferential rights which may dilute or impair the rights of the holders of common stock. As aresult, our
board of directors can issue such stock to investors who support our management and give effective control of our
business to our management.

Our stock price may be affected by shares of common stock becoming available for public sale.

We estimate that the public float for our common stock presently consists of approximately 1,457,426 shares
of common stock, which excludes 1,478,396 shares that are comprised of unvested stock grantsissued to our
employees. The 1,866,667 shares that were issued to John and Angela Acunto in January 2004 will become salable
pursuant to Rule 144 commencing one year from the date of purchase, subject to the volume limitations of such rule.
In addition, The Tiger Fund acquired 981,045 sharesin May 2003. In January 2005, we issued 63,333 shares of
common stock to Mr. Carter, as the designee of Miko Brands, as consideration for the purchase of Miko Brands assets.
These shares would become eligible for sale pursuant to Rule 144 commencing in January 2006. Under the volume



limitations of Rule 144, a stockholder, together with members of his or her family, may not sell more than 1% of our
outstanding common stock in any three-month period.

In connection with a February 2005 private placement, we issued 1,620,200 shares of common stock, notes
which are convertible into at least 1,350,167 shares of common stock, and warrants to purchase 2,025,250 shares of
common stock. Pursuant to the terms of the notes, it is possible that we may have to issue more than 1,350,167 shares
of common stock. We arerequired to file aregistration statement covering all of these shares as soon as possible. The
potential sale of these shares could have a material adverse effect upon the market price of our stock and could impair
our ability to raise capital through the sale of additional equity securities.

The issuance of shares through our stock compensation and i ncentive plans may dilute the value of existing
shareholders.

We anticipate using stock options, stock grants and other equity-based incentives, to provide motivation and
compensation to our officers, employees and key independent consultants. The award of any such incentives will
result in an immediate and potentially substantial dilution to our existing shareholders and could result in adeclinein
the value of our stock price.

We do not anticipate paying dividends on our common stock.
Our stock is subject to significant restrictions and limitations imposed by the SEC’ s penny stock rules.

Because our stock istraded on the OTC Bulletin Board and our stock priceisvery low, our stock is subject to
the SEC’ s penny stock rules, which impose additional sales practice requirements on broker-deal ers which sell our
stock to persons other than established customers and institutional accredited investors. These rules may affect the

ability of broker-dealersto sell our common stock and may affect the ability of our stockholdersto sell any common
stock they may own.

OUR BUSINESS

Advertising and Direct Marketing
We offer our advertising and direct marketing customers a range of servicesincluding:
» theplacement of advertising in television, internet and print media outlets;

» theproduction of advertising content, including television commercials, print advertising and other graphics design
literature; and

» advertising and marketing consulting services relating to the customer’ s marketing campaign.

In performing our advertising agency services, we both use our production services and, in certain cases, we
outsource commercial production servicesto third party production companies.

With the development of our products business in 2004, we are using our in-house advertising capabilities to
develop and to implement a marketing and advertising campaign for each of our products— our skin care products and
our Miko specialty food products.

Our advertising clients are typically small companies for whom are range of servicesinclude, in addition to
the placement of advertising, arange of consulting services which can include assistance in not only developing an
advertising program, but helping the client to design or develop the particular product or service, determine the
appropriate market and design and implement an overall marketing program and strategy.
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Our Products

We presently either own the rights to or have distribution rights for a number of products, most of which are
skin care and related products. We acquired these rights since February 2004. As part of our business strategy, we
intend to seek to obtain products or distribution rights to products, which may bein different fields from our present
products.

In February 2004, we acquired the rightsto Dermafresh. At the time of our acquisition, the Dermafresh line
consisted of a home microdermabrasion kit skin care product. During 2004, we expanded our line of skin care
productsto include a collagen facial blanket, aglycolic facial blanket, eye and lip contour patches, a scar and stretch
mark renewal patch, a décolleté renewal blanket, aroll-on collagen, an anti-wrinkle and firming serum and a bottled
skin toner. We commenced our direct response campaign for the Dermafresh line in June 2004, and we commenced
salesto retail customersin the third quarter of 2004. During 2004, our Dermafresh products accounted for revenue of
$1,119,000, which constituted all of our revenue in the product division.

In October 2004, we entered into a distribution and marketing agreement with Simon Cosmetics pursuant to
which Simon Cosmetics granted us the two-year exclusive right to distribute and sell itsline of skin care products,
knows as the Simon Solutions Line, in North America. The initial Simon Solutions product is alip enhancement
product that is endorsed by Pamela Sue Anderson.

In January 2005, we acquired certain assets of Miko Brands, including the right to the Miko products. Miko
sells nine marinade and dressing sauces. We have engaged the former owners of Miko Brands to market these
products, and we intend to expand the marketing effort.

In February 2005, we entered into an international product distribution agreement with Great American
Products pursuant to Great American Products granted us a one-year exclusive right to distribute and sell its Ultimate
HGH nutritional product in Asia, Africa, the former Soviet Union, Eastern and Western Europe, the South Pacific,
Mexico and South America. These productsinclude Ultimate HGH. Ultimate HGH is a nutritional product
manufactured by Great American Products. Great American Products manufactures, markets and sells alarge range of
nutritional products, including Ultimate HGH. We intend to establish a distribution network to market these products
in our territories, and expect to commence marketing in selected markets in the second quarter of 2005.

In February 2005, we signed an exclusive retail distribution agreement with Delmar, pursuant to which we
have atwo-year right to distribute and sell aline of skin care products in for mass market distribution in the United
States and Canada which utilizes its proprietary skin care formulations which incorporate the whole egg. Delmar
markets its skin care products under the L’ Avenir brand name. The products covered by the agreement were devel oped
for us by Delmar to be directed at the mass market. We introduced this product, which we market under the name
“e70,” in March 2005.

We intend to seek to obtain products or marketing rights for products, which may be in the same market as our
present skin care and specialty foods products or which may be in markets which are unrelated to those markets. In
seeking new products we focus of the potential market for the product, our potential ability to expand that market, the
extent that we can use our advertising and direct marketing experience to develop and implement a marketing plan.

We also consider the possibility that the product can be marketed in the same distribution channels as other products
that we market, even if the marketing is directed to a different division or purchasing organization. However, we can
give no assurance that we will be able to obtain rights to, and successfully market, any new products.

Sales and Marketing

We market our products to major retail, drug store, food and similar chains. In marketing to these chains we
seek to demonstrate that our products meet a consumer need, are priced in a manner that could allow the storesto
generate sufficient salesto justify stocking the product and that we are able to provide consistency in our products and
timely deliveries. In general, before committing to a major purchase, a chain may test market the product with a
modest quantity, and, if the tests show consumer acceptance, increase the size of the order. Because of the buying
power, in selling to major retail establishments, we are subject to their policies with respect to such matters as
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scheduling and delivering of products, accepting and scheduling deliveries, payment and returns. These policies may
result isanet realizable sale priceto uswhich islessthat the stated price on the purchase order.

We also sell our products by direct marketing to consumers. We engage athird party fulfillment center to
provide fulfillment of our skin care products. Our personnel handle order processing, marketing and customer service
related to the direct response sales of the products.

In October 2004, we entered into an agreement with Manhattan Media, Inc. pursuant to which Manhattan
Media agreed to refer to usits clients that need advertising and creative services, although it will be necessary for usto
negotiate the terms of our relationship with the prospective new client directly with the client, which may choose to
engage us or another party.

Since we market or acquire products that have been developed or which are being developed by athird party,
to date we have not incurred any product development expenses.

Our Suppliers

We do not manufacture any of our products. In general, our products are manufactured by third party
suppliers pursuant to purchase orders that we place. We purchase products for which we have distribution rights from
the party who granted us the rights or from its authorized manufacturers. We purchase our Miko products from the
former owners of Miko brands on negotiated terms. Because our product volumeislow, we are not ableto take
advantage of quantity pricing from our suppliers. To the extent that we are able to increase our volume of products
significantly, we expect that we will be able to reduce the cost of our products. However, we cannot assure you that we
will be able to generate sufficient volume to enable usto significantly reduce the cost of our products.

Major Customers

During 2004, 69% of our total revenues was derived from one advertising customer, and we reserved
$482,000 of receivables from such customer. In January 2005, we accepted restricted stock issued by the client in
payment of the outstanding receivable due. The value of such stock will be presented in the balance sheet as along-
term asset because the stock cannot be sold for one year from the date it was received. We are no longer performing
servicesfor this company. In addition, 21% of our total revenuesfor 2004 was from one customer who purchased
Dermafresh products. During the early stages of our growth, we expect that we will remain dependent on alimited
number of customers.

Intellectual Property

We have no rights with respect to those products for which we have distribution rights other than the right to
distribute the productsin the territory set forth in the agreements. We acquired the rights to the Dermafresh and Miko
products, including the formul ations for those products. We do not have aregistered trademark for either the
Dermafresh or Miko names.

Competition

The marketing communications businessis highly competitive, with agencies of all sizes and disciplines
competing primarily on the basis of reputation and quality of service to attract and retain clients and personnel.
Companies such as WPP Group, Omnicom Group, Interpublic Group, Digitas, ChoicePoint Precision Marketing and
Havas generally serve large corporations with consolidated or business unit sales from direct marketing in excess of
$100 million. Additionally, based on agency direct marketing revenues published in the trade journal Advertising
Age's 2003 Agency Survey, our researchindicates that there are approximately 23 agencies with direct marketing
revenues ranging from $10 million to $100 million and several dozen agencies with direct marketing revenues ranging
from at least $1 million to $10 million. We intend to seek a market niche by providing afull level of service quality
that users of direct marketing servicesmay not receive from our larger competitors. Most of our advertising clients are
smaller companies that would not typically be sought by the major advertising and marketing companies.



The markets in which our products are sold are highly competitive. Our products compete with products of
many large and small companies, including well-known global competitors. We market our products with advertising,
promotions and other vehiclesto build awareness of our brandsin conjunction with an extensive sales force including
direct response advertising. We believe this combination provides the most efficient method of marketing for these
types of products. Product quality, performance, value and packaging are also important competitive factors. We
believe that we gain a certain level of competitive advantage by utilizing cost savings from our direct response
advertising sector which provides us with alower overall advertising cost to promote our products.

During 2004, 69% of our total revenues were derived fromone advertising sector customer and we reserved
$482,000 of receivables from such customer. In January 2005, we accepted restricted stock in payment of the
outstanding receivable due from such advertising sector customer and the val ue of such stock is presented in the
balance sheet as along-term receivabl e because the stock cannot be sold for one year from the date it was received.
2004, 21% of total revenues were derived from one product sector customer. During the early stages of its growth, itis
expected that we will remain dependent on alimited number of clientsin the foreseeable future.

Employees

As of December 31, 2004 we had eight full-time employees.

Item 2. Description of Property.

We lease approximately 6,650 square feet of executive office space in an office building located at 1515 N.
Federal Highway, Suite 418, Boca Raton, Florida 33432 under alease which expiresin March 2010. We have aright
to terminate the lease effective December 2006 by providing a 180 days prior notice to the landlord.

Item 3. Legal Proceedings.

On or about November 5, 2004, Plan* It Strategic Marketing, Inc. commenced an action in the Circuit Court,
Palm Beach County, Florida against us, our subsidiary Dermafresh, Inc., John Cammarano, and others, including Think
Tek, Inc., the company that sold Dermafresh, Inc. and the Dermafresh microdermabrasion product to us, claiming that
the sale to us violated an agreement between the plaintiff and Think Tek, Inc. Mr. Cammarano is our president and
was an officer, director and stockholder of Dermafresh, Inc. at the time Dermafresh, Inc. was sold to us. The plaintiff
is seeking monetary damages and equitablerelief, including atemporary and permanent injunction, rescission and the
imposition of an equitabletrust. A hearing on plaintiff’s request for atemporary injunction was held on November 15,
2004. On November 16, 2004, we received notice from the Circuit Court, Palm Beach County, that the plaintiff’s
motion for temporary injunction was denied. We believe that the claim against us is without merit.

Item 4. Submission of Mattersto a Vote of Security Holders.

No items were submitted to a vote of security holders during the fourth quarter of 2004.

PART 11
Item 5. Market for Common Equity and Related Stockholder Matters

Our common stock has been trading since April 29, 2002 on the over-the-counter market and quoted on the
OTC Bulletin Board. For the period from April 29, 2002 through January 13, 2004 our trading symbol was ZNTH and,
from January 14, 2004 until March 24, 2005 we traded under the symbol ADPR. Effective March 28, 2005, the
effective date of our one-for-15 reverse split, our trading symbol was changed to ASPR.

Thetable below setsforth, for the periodsindicated, the high and low bid prices of our common stock for the

periods indicated, as quoted by the OTC Bulletin Board Research Service. Such quotations reflect inter-dealer prices,
without retail markup, markdown or commission, and may not represent actual transactions.
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Quarter Ended High Bid Low Bid

March 31, 2003 $0.02 $0.01
June 30, 2003 $45.00 $0.01
September 30, 2003 $27.75 $4.50
December 31, 2003 $7.50 $2.25
March 31, 2004 $4.65 $1.35
June 30, 2004 $3.23 $1.13
September 30, 2004 $3.45 $0.77
December 31, 2004 $2.03 $1.14

As of December 31, 2004 the number of shareholders of record holding our common stock was approximately
1,300.

We have not paid dividends on our common stock. We plan to retain future earnings, if any, for usein our
business and, accordingly, we do not anticipate paying dividends on our common stock in the foreseeabl e future.

Private Placement Offerings

On June 4, 2004, we sold 133,333 shares of our common stock for $1.50 per share to an accredited investor
pursuant to a private placement offering receiving proceeds of $200,000. Pursuant to the offering, the investor has the
right to demand registration of the 133,333 shares one year form the date of purchase.

On July 20, 2004, we sold 46,667 shares of our common stock for $1.13 per share to an accredited investor
pursuant to a private placement offering receiving proceeds of $52,500. Pursuant to the offering, the investor has the
right to demand registration of the 46,667 shares one year form the date of purchase.

On February 17 and 22, 2005, we completed a private placement of its securities pursuant to subscription
agreements with ten accredited investors. Pursuant to the subscription agreements, we sold to the investors, for
$810,100, (i) our 10% convertible notes due December 2006 in the aggregate principal amount of $810,100, (ii)
1,620,200 shares of common stock, and (iii) warrants to purchase 675,083 shares of common stock at an exercise price
of $1.28 per share. Atlas Capital Services, LLC served as placement agent for the financing. As compensation for its
services as placement agent, we paid Atlas afee of 10% of the gross proceeds raised in the private placement and
warrants to purchase 1,350,167 shares of common stock at an exercise price of $.60 per share. We also paid the
investors' legal expenses.

The notes are convertible into common stock at the fixed conversion price of $.60 per share at any time.
Commencing on the earlier of July 1, 2005 or the first business day of the calendar month following the date that a
registration statement covering the shares of common stock issued at the closing and issuable upon conversion of the
notes and exercise of the warrants, we are required to redeem 1/18 of the principal amount of the notes. If the market
price of the common stock, computed as provided in the note, is at least 175% of the fixed conversion price, we are
reguired to pay in stock based on the fixed conversion price. If the market price for the common stock isless than
175% of the fixed conversion price, we can advise the holders of the notes whether we proposes to pay in stock or in
cash. If payment is madein cash, we are to pay 110% of the principal amount of the note being redeemed, plus
accrued interest. |f payment is made in stock, the stock is valued at the lesser of fixed conversion price or 80% of the
market price of the common stock. If we give notice that we intend to pay the monthly installment in cash, the holders
may, nonetheless, convert their notes based on the fixed conversion price. We have the right to prepay the notes at
105% of the principal amount, plus accrued interest, however, the holders have the right to convert until the date of
payment. Any principal amount converted by a note holder other than a conversion with respect to a monthly
installment is applied to the monthly installments next due. The holders of the notes have anti-dilution rights with
respect to certain sales of common stock or convertible securities at a price or with a conversion price less than the
fixed conversion price.
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The warrants entitle the holders to purchase shares of our common stock for a period of five years from the
date of issuance at an exercise price of $1.28 per share, except that the warrantsissued to Atlas have an exercise price
of $.60 per share. The holders of the warrants have anti-dilution rights with respect to certain sales of common stock or
convertible securities at a price or with a conversion price less than the exercise price.

Pursuant to the subscription agreements, we also agreed to file with the Securities and Exchange Commission,
aregistration statement covering the shares of common stock issued at the closing, and the shares of common stock
issuable upon conversion of the notes and upon exercise of the warrants. If the registration statement is not filed within
the required timeframe, or does not become effective within the required timeframe, or does not remain effective for
any 15 consecutive days, we have agreed to make substantial payments as liquidated damages, and the investors have
the right to take stock in respect of our liquidated damage obligation.

The securities above were offered and sold in reliance upon exemptions from the registration regquirements of
Section 5 of the Securities Act of 1933, as amended, pursuant to Sections 4(2) and 4(6) of the Securities Act and Rule
506 of SEC. The securities were sold exclusively to accredited investors as defined by Rule 501(a) under the Securities
Act.

Equity Compensation Plan |nformation

The following table sets forth information relating to equity compensation plans as of December 31, 2004

Number of securities Number of securities
to be issued upon Weighted-average remaining available for
exercise of exercise price of future issuance under
outstanding options outstanding options equity compensation
Plan Category and warrants and warrants plans
Equity compensation plans
approved by security holders 3,237,507 $1.49 1,052,444
Equity compensation plan
not approved by security
holders 9,076 $30.00 9,076

I ssuances that were not approved by security holders consists of warrants to purchase an aggregate of 9,076
shares of common stock for $30 per share were issued to existing shareholders of the Company in order to settle a
claim that was alleged to exist prior to the January 4, 2004 reverse acquisition.

Item 6. Management's Discussion and Analysisor Plan of Operation.
Introduction

We are in two distinct businesses, advertising and product sales. Our advertising sector includes the
placement of advertising in different media, the production of direct marketing commercials, and the planning and
implementation of direct marketing programs for our clients. Both our revenue and our gross margins reflect services
in addition to those of atypical advertising agency since the gross margin on advertising revenueistypicaly a
percentage of the amount paid for the advertisement. To the extent that we are able to provide additional services, our
margins can improve. Our advertising clients are generally smaller companies, many of which may be
undercapitalized, and that require servicesin addition to those of atypical advertising agency. The results of
operations for our advertising segment in 2004 were affected by two factors. A major client, that accounted for
approximately 67% of our advertising revenue in 2004, because of economic conditions affecting its business, was
unable to pay asignificant portion of the money it owed us. Asaresult, we wrote off approximately $482,000 of the
accountsreceivable. In addition, during 2004, we accrued compensation of $945,000 to our chief executive officer.
We are taking steps to reduce the risk of a major write-off by establishing more strict credit guidelines and requiring
greater advance deposits when feasible to try and avoid major receivables from our clients. We also entered into an
employment agreement with our chief executive officer whereby his bonus compensation isrelated to our performance.
Theterms of his contract are disclosed under “Item 10. Executive Compensation.”
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In our products sector we sell, both through our direct marketing operations and our sales to retail stores, a
range of different products, some of which are not related to the others and have different distribution channels.
During 2004, we generated revenue from only one product line, our Dermafresh product line, which we acquired in
February 2004 and introduced to the market in June 2004. Since December 31, 2004, we have either acquired or
obtained marketing rights to a number of additional products and our strategy contemplates that we will seek to acquire
additional products. Thereistypically aperiod of several months from the time that we acquire a product until we
generate revenue from that product. During this period, we are engaged in marketing activities and thus are incurring
costs before we can generate any revenue from a product. Before we sell our products to retail accounts, we use our
direct marketing capability to introduce the product to market.

We have no manufacturing or production facil ities, and we purchase our products from third parties. The
price we pay for our productsis affected by the amount of our purchases. To the extent that we increase our volume
we may be able to take advantage of more favorable pricing for the products we sell. Other than products that we own,
we have exclusive distribution rights for a short term.

All of our present distribution agreements have terms of one or two years, and some include extension rightsif
volume levels are reached. Asaresult, if we are successful in selling a product, we may not be able to take advantage
of the good will that we have built up for the products unless we are able to obtain an extension of our distribution
rights. Because of the short-term nature of our distribution rights, we must continually obtain rights to new products
and successfully market these products if we are to be successful over the long term.

When discussing our performance, we discuss |oss before non-cash stock-based compensation which is anon-
GAAP financial measure.

Critical Accounting Policies
Reverse Merger Acquisition

On January 4, 2004, we completed the acquisition of Adsouth, Inc. and on that date our business became the
business of Adsouth, Inc. At that time Adsouth, Inc.’s only business was the advertising and direct marketing business.
Beginning with the quarter ending March 31, 2004, and for all reporting periods thereafter, our operating activities,
including the prior period comparatives, include only those of Adsouth. However, because Adsouth, Inc. commenced
operationsin July 2003, references in Management’s Discussion and Analysis of Financial Condition and Results of
Operations and elsewhere in this annual report on Form 10-KSB to any financial information for 2003 reflect the
period from July 8, 2003 (date of inception) to December 31, 2003. During the first sixty days after the acquisition of
Adsouth, Inc. we spent significant time and resources devel oping and implementing our business model. Our most
significant expense in 2004 was $4.488 million of non-cash stock based compensation expense representing the fair
value of common stock that was granted to employees and consultants during 2004. The stock grants were used to
obtain consulting services from third parties and to attract qualified employees. During 2004 we added new permanent
employeesincluding our president and our chief financial officer, and began to pay salary and bonus compensation to
our chief executive officer, who received only nominal compensation during 2003,

Accounting Policies

The preparation of financial statementsin conformity with accounting principles generally accepted in the
United States of Americarequires our management to make assumptions, estimates and judgments that affect the
amounts reported in the financial statements, including the notes thereto, and related disclosures of commitments and
contingencies, if any. We consider our critical accounting policies to be those that are complex and those that require
significant judgments and estimates in the preparation of our financial statements, including the following: recognition
of revenues, including pass through costs; the accounting for business combinations, accounting for expensesin
connection with the issuance of stock options; and, accounting for income taxes. Management relies on historical
experience and on other assumptions believed to be reasonabl e under the circumstances in making its judgment and
estimates. Actual results could differ materially from those estimates. There have been no significant changesin the
assumptions, estimates and judgmentsin the preparation of these financial statements from the assumptions, estimates
and judgments used in the preparation of our prior years audited financial statements.
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New Accounting Pronouncements

In January 2003, the Financial Accounting Standards Board (“FASB”) issued Interpretation No. 46 ("FIN
46"), “Consolidation of Variable Interest Entities, an Interpretation of ARB No. 51.” FIN 46 requires certain variable
interest entities to be consolidated by the primary beneficiary of the entity if the equity investorsin the entity do not
have the characteristics of a controlling financial interest or do not have sufficient equity at risk for the entity to finance
its activities without additional financial support from other parties. FIN 46 is effective for all new variable interest
entities created or acquired after January 31, 2003. For variable interest entities created or acquired prior to February 1,
2003, the provisions of FIN 46 must be applied for the first interim or annual period beginning after December 15,
2003. In December 2003, the FASB issued Interpretation No. 46(R) (“FIN 46R”) which revised certain provisions of
FIN 46. Publicly reporting entities that are small business issuers must apply FIN 46R to all entities subject to FIN
46R no later than the end of the first reporting period that ends after December 15, 2004 (as of December 31, 2004, for
acaendar year enterprise). The effective date includes those entitiesto which FIN 46 had previously been applied.
However, prior to the application of FIN 46R, apublic entity that isasmall business issuer shall apply FIN 46 or FIN
46R to those entities that are considered special-purpose entities no |ater than as of the end of the first reporting period
that ends after December 15, 2003 (as of December 31, 2003 for a calendar year enterprise). The adoption of FIN 46
or FIN 46R did not have a material effect on the Company’s consolidated financial position or results of operations.

In April 2003, SFAS 149, “Amendment of Statement 133 on Derivative Instruments and Hedging Activities’
("SFAS 149”) wasissued. SFAS 149 amends and clarifies financial accounting and reporting for derivative
instruments, including certain derivative instruments embedded in other contracts (collectively referred to as
derivatives) and for hedging activities under FASB Statement No. 133 (“SFAS 133"), “Accounting for Derivative
Instruments and Hedging Activities.” This statement is effective for contracts entered into or modified after June 30,
2003. The adoption of SFAS 149 did not have a material effect on the Company’s consolidated financial position or
results of operations.

During 2003, SFAS 150, “Accounting for Certain Financial Instruments with Characteristics of both
Liabilities and Equity” (“SFAS 150”) wasissued. SFAS 150 establishes standards for classification and measurement
of certain financial instruments with characteristics of both liabilities and equity. It requires that an issuer classify a
financial instrument that iswithin its scope as aliability (or an asset in certain cases). The provisions of SFAS 150 are
effective for instruments entered into or modified after May 31, 2003 and pre-existing instruments as of July 1, 2003.
On October 29, 2003, the FASB voted to indefinitely defer the effective date of SFAS 150 for mandatorily redeemable
instruments as they relate to minority interestsin consolidated finite-lived entities through the issuance of FASB Staff
Position 150-3.

In December 2003, arevision of SFAS 132 “Employers’ Disclosures about Pensions and Other Postretirement
Benefits’ wasissued, revising disclosures about pension plans and other post retirements benefits plans and requiring
additional disclosures about the assets, obligations, cash flows, and net periodic benefit cost of defined benefit pension
plans and other defined benefit postretirement plans.

In November 2004, the FASB issued SFAS No. 151 “Inventory Costs, an amendment of Accounting Research
Bulletin (“ARB”") No. 43, Chapter 4.” The amendments made by Statement 151 clarify that abnormal amounts of idle
facility expense, freight, handling costs, and wasted material s (spoilage) should be recognized as current-period
charges and require the allocation of fixed production overheads to inventory based on the normal capacity of the
production facilities. The guidance is effective for inventory costs incurred during fiscal years beginning after June 15,
2005.

In December 2004, the FASB issued SFAS N0.153, “Exchanges of Nonmonetary Assets, an amendment of
APB Opinion No. 29, Accounting for Nonmonetary Transactions” (“SFAS 153"). The amendments made by SFAS
153 are based on the principle that exchanges of nonmonetary assets should be measured based on the fair value of the
assets exchanged. Further, the amendments eliminate the narrow exception for nonmonetary exchanges of similar
productive assets and replace it with a broader exception for exchanges of nonmonetary assets that do not have
commercial substance. Previously, Opinion 29 required that the accounting for an exchange of a productive asset for a
similar productive asset or an equivalent interest in the same or similar productive asset should be based on the
recorded amount of the asset relinquished. Opinion 29 provided an exception to its basic measurement principle (fair
value) for exchanges of similar productive assets. The Board believes that exception required that some nonmonetary
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exchanges, although commercially substantive, be recorded onacarryover basis. By focusing the exception on
exchanges that lack commercial substance, the Board believes this Statement produces financial reporting that more
faithfully represents the economics of the transactions. The Statement is effective for nonmonetary asset exchanges
occurring in fiscal periods beginning after June 15, 2005. Earlier application is permitted for nonmonetary asset
exchanges occurring in fiscal periods beginning after the date of issuance. The provisions of this Statement shall be
applied prospectively.

The Company expects that the adoption of the foregoing new statements will not have a significant impact on
itsfinancial statements.

In December 2004, the FASB issued SFAS N0.123 (revised 2004), “ Share-Based Payment” Statement 123(R)
will provide investors and other users of financial statements with more complete financial information by requiring
that the compensation cost relating to share-based payment transactions be recognized in financial statements. That
cost will be measured based on the fair value of the equity or liability instrumentsissued. Statement 123(R) coversa
wide range of share-based compensation arrangements including share options, restricted share plans, performance-
based awards, share appreciation rights, and employee share purchase plans. Statement 123(R) replaces FASB
Statement No. 123, Accounting for Stock-Based Compensation, and supersedes APB Opinion No. 25, Accounting for
Stock Issued to Employees. Statement 123, as originally issued in 1995, established as preferable afair-value-based
method of accounting for share-based payment transactions with employees. However, that Statement permitted
entities the option of continuing to apply the guidance in Opinion 25, aslong as the footnotes to financial statements
disclosed what net income would have been had the preferable fair-value-based method been used. Public entities that
are small businessissuerswill be required to apply Statement 123(R) as of the first interim or annual reporting period
that begins after December 15, 2005. Currently the Company recognizes the expense of options, or similar
instruments, issued to employees using the intrinsic value based method. The Company is evaluating the impact this
statement may have on itsfinancial statements.

2004 Compar ed with 2003

Our operating activity consists of two operating segments, advertising and products. The Advertising sector
consists of the placement of advertising, the production of advertising, creative advertising consulting and public
relations. The Products sector includes all activities related to the sale of the DermaFresh product line, which was the
only product that generated revenue during 2004. Selected financial information of our operating segmentsis
presented in the following table.

Advertising Products Total
Y ear Ended December 31, 2004:
Revenues $ 2,925,000 $ 1,119,000 $ 4,044,000
Operating loss $ (4,288,000 $ (1,471,000 $ (5,759,000)
Net loss $ (4,302,000 $(1,509,000) $ 5,811,000)
The period from July 8, 2003 (Date of
Inception) to December 31, 2003;
Revenues $ 789,000 $ - $ 789,000
Operating income $ 385,000 $ - $ 385,000
Net income $ 385,000 $ - $ 385,000
Advertising

Advertising revenues in 2004 increased $2,136,000, or 271%, to $2,925,000, when compared to $789,000 for
2003, which consists of the period from July 8, 2003 (the date of inception) to December 31, 2003. The principal cost
of revenue in the advertising segment is media placement and production costs, which increased 275%, from $275,000
in the 2003 period to $1,035,000 for 2004. Thisincrease reflected the growth in revenue from this segment.

The advertising sector’ sloss for 2004 was $584,000 before the deduction of $3,718,000 of non-cash stock-
based compensation expense, resulting in net advertising sector loss of $4.3 million compared to income of $385,000 in
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the 2003 period. The non-cash stock-based compensation expense resulted from the issuance to our officers and other
key employees of our common stock pursuant to stock grants, and stock options that were issued to consultants.

During 2004, 67% of our total revenues were derived from one advertising customer and we reserved
$482,000 of receivables from such customer. In January 2005, we accepted restricted stock in payment of the
outstanding receivable due from such customer and the val ue of such stock is presented in the balance sheet as along-
term receivable because the stock cannot be sold for one year from the date it was received. We are continuing our
efforts to broaden our customer base for the advertising segment, and we are seeking to use our advertising program for
our product division as a promotion for our advertising services for other potential new direct response marketing
clients.

A significant portion of our selling, administrative and other expenses for the advertising sector is
compensation to Mr. John P. Acunto, Jr., our chief executive officer, which consisted of a salary of $250,000 and
bonus compensation of $695,000, of which $250,000 is a signing bonus pursuant to his employment agreement and
$445,000 represented discretionary commissions that were earned on advertising revenues prior to the execution of his
employment agreement. In September 2004, Mr. Acunto received $30,000 of his signing bonus and as of the date of
this annual report, $220,000 of his signing bonus remains unpaid. Mr. Acunto’s salary in 2003 was $14,000.

Products

Our first product was the Dermafresh microdermabrasion kit skin care product, which we acquired in
February 2004. Though 2004 we expanded the Dermafresh line to include atotal of nine products. All of the revenue
for the products sector during 2004, which was $1,119,000, was generated from sales of the Dermafresh Line. Our cost
of revenue was $607,000, which resulted in a gross margin of 45.8%. The product sectors loss for 2004 was $739,000
before the deduction of non cash stock-based compensation expense of $770,000, resulting in a net product sector loss
of $1,509,000. During 2004, 21% of total revenues were derived from one product sector retail customer.

Overall

Asaresult of the foregoing, we sustained a consolidated net loss for 2004 of $5,811,000, or $1.05 per share
(basic and diluted), as contrasted with netincome of $385,000, or $.13 per share (basis and diluted) for the 2003
period.

Financial Condition

At December 31, 2004, we had aworking capital deficiency of approximately $916,000. We require significant
cash during 2005, particularly in the first quarter, in order to implement an aggressive marketing program for both our
Dermafresh and Miko products. In February 2005, we raised net proceeds of approximately $700,000 from the private
placement of our securities.

On February 18, 2005, we obtained an extension of a $250,000 promissory note which wasissued on July 8,
2004 and matured on January 8, 2005. Pursuant to the amendment $75,000 of principal was paid on February 18,
2005, $75,000 of principal is payable on March 20, 2005, $75,000 of principal is payable on April 19, 2005 and
$25,000 of principal and accrued and unpaid interest are payable on May 19, 2005.

During 2004 our operating activities used $880,000 of cash. Non operating sources of cash during 2004
included $603,000 from the sale of common stock, $250,000 from the note described in the preceding paragraph,
$130,000 from the exercise of stock options, $130,000 from our bank line of credit and $113,000 of advances on
accounts receivable from our factor. Our significant non operating uses of cash during 2004 included $125,000 to
acquire the rights to the Dermafresh product line, $57,000 for capital expenditures, $145,000 in repayments on our line
of credit and $100,000 for the purchase of a certificate of deposit. Currently, our known sources of cash for the coming
will we come from operations and from the February 2005 private placement of our securities. We also have a
factoring arrangement pursuant to which we may sell up to $7 million of eligible receivables. We may also seek to
increase our cash through an additional sale of our securities; however, because of our stock price and the terms of our
recent private placement we may have difficulty selling securities on acceptable terms. We anticipate that we will
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require additional funding to enable us to purchase additional productsin order to grow our product segment revenues
and to support the marketing effort of such products through advertising and promotion.

Item 7. Financial Statements.

Our financial statements begin on page F-1 to this Annual Report on Form 10-KSB.
Item 8. Changes|n and Disagreements With Accountants on Accounting and Financial Disclosure.

Not required.
Item 8A. Controlsand Procedures

Our chief executive officer and chief financial officer have supervised and participated in an eval uation of the
effectiveness of our disclosure controls and procedures as of the end of the period covered by thisannual report, and,
based on their evaluation, they believe that our disclosure controls and procedures, as defined in Rule 13a-14(c) of the
Securities Exchange Act of 1934, as amended, are designed to enable us to disclose the information required to be
disclosed by usin the reports that we file or submit under the Securities Exchange Act of 1934 isrecorded, processed,
summarized and reported within the time periods specified in the Commission’s rules and forms. Asaresult of their
evaluation, there were no significant changesin our disclosure controls or procedures.

Item 8B. Other Information.

Not applicable

PART |11

Item 9. Directors, Executive Officers, Promotersand Control Persons, Compliance with Section 16(A) of the
Exchange Act

The following table sets forth certain information with respect to our executive officers and directors as of
December 31, 2004.

Name Age Position
John P. Acunto, Jr. 33 Chief executive officer, chairman of the board and director
Anton Lee Wingeier 12 Chief financial officer, secretary and director
John Cammarano, Jr. 41 President and director

John P. Acunto has served as our chief executive officer, chairman of the board and director since January 4,
2004. Beginning in July 2003, Mr. Acunto founded and devel oped Adsouth, Inc., a Boca Raton, Florida-based direct
response marketing and advertising services firm. From 1992 to July 2003, Mr. Acunto served as an independent
marketing consultant, advising clients on awide variety of subjectsincluding, without limitation, direct marketing,
media buying, media placement and related activities, under the trade name The Business Planning Company.

Anton Lee Wingeier has served as our chief financial officer since April 1, 2004 and as a secretary and a
director since August 2004. From April 2000 to April 2004, Mr. Wingeier managed his own accounting firm
specializing in SEC compliance matters and strategic merger and acquisition services. Prior to that, Mr. Wingeier
spent six years at Sagemark Companies Ltd. asits director of SEC reporting and vice-president of finance.

John Cammarano has served as our president since March 18, 2004 and as a director since August 2004.
From November 2003 to March 2004, Mr. Cammarano owned Florida Business and Entertainment, Inc. and was
developing aweb-based advertising internet site. For more than six years prior to November 2003, Mr. Cammarano
was apart owner of Think-Tek, Inc., adirect response marketing company.
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Item 10.Executive Compensation.

Summary Compensation Table

The following table presents compensation information related to our chief executive officer and other
executive officers who received or accrued compensation from us in excess of $100,000 (on an annualized basis) for
2004 and 2003.

Long-term Compensation

Awards
Securities
Other Annual Underlying
Name and Principal Compensation Restricted  Options/SARs
Position Y ear Sdary Bonus Stock Awards #
John P. Acunto, Jr. 2004  $250,000  $695,000 $10,000 666,667 333,333
Chief Executive
Officer 2003 $14,000 - - - -
Anton Lee Wingeier
Chief Financial
Officer 2004 $92,000 $24,000 $10,000 46,667
John Cammarano, Jr.
President 2004  $128,000  $132,000 $16,000 69,507 66,667

Other annual compensation consists of fringe benefits including car allowance and medical benefits.

Mr. Acunto’s bonus includes a $250,000 signing bonus pursuant to his employment agreement and $445,000
of discretionary commissions that were earned on advertising revenues prior to the execution of his employment
agreement. In September, Mr. Acunto received $30,000 of his signing bonus and as of December 31, 2004, $220,000
of hissigning bonus remains unpaid.

Mr. Wingeier’ s bonus represents the signing bonus pursuant to his employment agreement.

Mr. Cammarano’ s bonus includes a $50,000 signing bonus and $82,000 of commissions both earned pursuant
to his employment agreement.

Stock Incentive Plans

We have two equity incentive plans— our stock incentive plan, pursuant to which we may grant stock options,
stock grants or other incentives to purchase up to 1,000,000 shares to non-management empl oyees, consultants,
directors and advisors, and our management incentive program, pursuant to which we may issue stock grants for up to
1,666,667 shares to management.

During 2004, we issued stock grantsand options to purchase an aggregate of 376,666 shares of common stock
and restricted stock grants for 2,003,397 shares of common stock. The terms on which the restricted stock grants were
issued provide that the shares cannot be sold until the last to occur of (i) the date stockholder approval of these plans,
which occurred in April 2004, (ii) the date the shares are registered, which occurred on August 9, 2004, (iii) the date of
thefiling of a Form 10-KSB annual report or Form 10-QSB quarterly report which reflects profitable operations of the
Company for one calendar quarter, and (iv) the date of which the board of directors determines that the right to transfer
vests, except that, in any event, the right to transfer the shares vests on the earlier of five years from the date of the
restricted stock grant or the date of a change of control, as defined in the plan. As of the date of the filing of this Form
10-K SB, the right to transfer the shares issued pursuant to the restricted stock grantsissued to employees and
executives has vested for 200,000 of such shares
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There remain available for grant pursuant to these plans an aggregate of 286,604shares of common stock, plus
any additional shares which may be available as aresult of the expiration or termination of any outstanding options or

other rights.

The following table sets forth information relating to options and stock grants which were granted during 2004
to our executive officers who are included in the preceding summary compensation table as of December 31, 2004. No
stock appreciation rights were granted.

Name
John, P. Acunto, Jr.

Anton Lee Wingeier

John Cammarano, Jr.

Percent of total
Number of  grants and options
securities granted to
underlying options employeesinfiscal Exercise or base
granted (#) year  price ($/share) Expiration Date
333,333 31% $1.35
666,666 3% $0 NA
-0- 0% NA NA
46,667 3% $0 NA
66,667 6% $1.35
69,507 2% $0 NA

Aqgaregated Option Exercisesin Last Year and Y ear-end Option Values

The following table presents information regarding the unexercised options and stock appreciation rightsto
purchase shares of our common stock held by our executive officers who are included in the preceding summary
compensation table as of December 31, 2004. No stock appreciation rights were granted.

Shares
Acquired
On
Exercise

Number of Securities
Underlying Unexercised
Options at Year End (#)

Value of Unexercised In-the-
Money Options at Y ear End

®

Name

John, P. Acunto, Jr.
Anton Lee Wingeier
John Cammarano, Jr.

(#)
666,667
46,667

69,507

Vaue
Realized Exercisable Unexercisable Exercisable  Unexercisable
$1,215,000 333,333 - $0 -
$71,000 - - - -
$213,000 66,667 - $0 -

The shares under the column “ Shares Acquired on Exercise” reflect sharesissued as stock grants to the named officers.
No consideration was paid for the shares. The amount shown in the column “Value Realized” represents the fair
market value of the common stock issued to the named officers on the date of the stock grant.

The securitiesissued to Mr. Acunto do not include stock grants of 666,667 shares and options to purchase 333,334
sharesissued to Mr. Acunto’swife, Angela E. Acunto, as to which he disclaims beneficial interest.



Employment Agreements

On February 18, 2005, we entered into an employment agreement, dated as of July 1, 2004, with our chief
executive officer, John P. Acunto, Jr. Mr. Acunto’s employment agreement providesfor Mr. Acunto to serve as our
chief executive officer until December 31, 2009, and continuing on a year-to-year basis unless terminated by either
party. Mr. Acuntoisto receive asalary of $375,000, which, commencing January 1, 2006, is subject to an annual
increase of 5%. We also agreesto include him as one of the board of director’s nomineesfor election asadirector. He
also received an initial bonus of $250,000 in 2004, of which $30,000 was paid in 2004 and $220,000 was outstanding
as of the date of this report, and he will receive quarterly and annual bonuses. The quarterly bonus will be 5% of our
adjusted gross profit, which is defined as gross profit |ess compensation (other than hisquarterly bonus and annual
bonus). If our income before income taxes and payment of his annual bonus (“ adjusted income”) is at least $2,000,000,
we will pay Mr. Acunto an annual bonus equal to 5% of the adjusted income. For each quarter in which a quarterly
bonusis payable, Mr. Acunto isto receive afive-year non-qualified option to purchase the number of shares of
common stock determined by dividing the amount of the quarterly bonus by the exercise price per share, which shall be
the closing price of our common stock on the last day of the quarter. Mr. Acunto also receives insurance benefitsand a
monthly automobile allowance of $1,800. In the event of atermination of Mr. Acunto’s employment as aresult of his
death or disability, we will pay him or his beneficiary his salary for the lesser of one year or the balance of theterm. In
the event of a change of control, as defined in the agreement, atermination of his employment other than for cause, a
termination of his employment as aresult of adisability or hisresignation, we are to pay Mr. Acunto an amount equal
to the sum of hisannual salary in effect on the date of termination and the highest total of bonuses paid to him for any
year during the term multiplied by the greater of two or the number of years remaining in the term.

On February 18, 2005, we entered into an employment agreement, dated as of July 1, 2004, with our chief
financial officer, Anton Lee Wingeier. Mr. Wingeier's employment agreement provides for Mr. Wingeier to serve as
our chief financial officer until December 31, 2005 and continuing thereafter on a month-to-month basis unless
terminated by either party. Mr. Wingeier isto receive asalary at the annual rate of $125,000 through September 30,
2004 and $150,000 thereafter. He also received aninitial bonus of $24,000 in 2004, and will receive a quarterly and
annual bonus. The quarterly bonuswill be 5% of our adjusted gross profit, which is defined as gross profit less
compensation (other than his quarterly bonus and annual bonus). 1f our income before income taxes and payment of
hisannual bonusis at least $2,000,000, we will pay Mr. Wingeier an annual bonus equal to 5% of the adjusted income.
For each quarter in which a quarterly bonusis payable, Mr. Wingeier isto receive five-year non-qualified option to
purchase the number of shares of common stock determined by dividing the amount of the quarterly bonus by the
exercise price per share, which shall be the closing price of our common stock on the last day of the quarter. Mr.
Wingeier also receives insurance benefits and a monthly automobile allowance of $900. In the event of atermination
of Mr. Wingeier's employment as aresult of his death or disability, the Company will pay him or his beneficiary his
salary for the lesser of one year or the balance of the term.

On March 18, 2004, we entered into an employment agreement with our president, John Cammarano. Mr.
Cammarano’ s employment agreement provides for Mr. Cammarano to serve as our president until March 18, 2007 and
automatically renews for additional three-year period unless either we or Mr. Cammarano provides the other with 90
days notice before March 18, 2007 of our or hisintention to not renew. Effective April 5, 2004, Mr. Cammarano isto
receive asalary at an annual rate of $175,000 through the term of the employment agreement. He also received a one-
time signing bonus of $50,000 and shares of common stock valued at $100,000, 500,000 shares of common stock for
overseeing the establishment of aweb-based advertising business and an option to purchase 1,000,000 shares of
common stock at an exercise price of $.09 per share. Mr. Cammarano is entitled to a bonus of 5% of our product sales
and stock based incentives equal to 5% of the revenues that are generated as aresult of his direct efforts. For theyear
ended December 31, 2004, Mr. Cammarano voluntarily limited his bonus compensation to 5% of product sales, less
returns and advertising allowances. Mr. Cammarano also receives a monthly auto allowance of $1,800. In the event of
atermination of Mr. Cammarano’s employment as aresult of his death we will pay his beneficiary an amount equal to
the sum of the salary and bonus paid him in the immediately prior calendar year. Inthe event of atermination of Mr.
Cammarano’s employment as aresult of his disability we will pay him his monthly salary as then in effect for a period
of six months and thereafter will pay him 50% of his monthly salary as then in effect until the first anniversary of his
disability
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Item 11.Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.

The following table and discussion provides information as to the shares of common stock beneficially owned on
March 22, 2005 by:

. each director;

. each officer named in the summary compensation table;

. each person owning of record or known by us, based on information provided to us by the persons
named below, to own beneficially at least 5% of our common stock; and

. all directors and executive officers asa group.

Shares of Common

Stock Beneficialy Percentage of Outstanding
Name Owned Common Stock
John P. Acunto, Jr. 4,110,420 48%

1515 N. Federal Highway; Suite 418

Boca Raton, FL 33432

AngelaE. Acunto 4,110,420 48%
1515 N. Federal Highway; Suite 418

Boca Raton, FL 33432

The Tiger Fund 981,045 12%
2600 Michelson Drive; 17th Floor

Irving, CA 92612

John Cammarano, Jr. 136,174 2%
Anton Lee Wingeier 46,667 1%
All directors and executive officers as a group 4,236,793 49%

(threeindividuals)

Except as otherwise indicated each person has the sole power to vote and dispose of all shares of common
stock listed opposite his name. Each person is deemed to own beneficially shares of common stock which are issuable
upon exercise or warrants or options or upon conversion of convertible securities if they are exercisable or convertible
within 60 days of March 22, 2005.

Mr. John P. Acunto, Jr. and Ms. Angela E. Acunto are husband and wife. The shares owned beneficially by
each of them includes (i) 1,787,287 shares of common stock and 390,000 shares of common stock issuable upon
options held by Mr. Acunto and (ii) 1,600,000 shares of common stock and 333,333 shares of common stock issuable
upon exercise of options held by Mrs. Acunto. Each of Mr. and Mrs. Acunto disclaims beneficial interest in the shares
owned by the other.

The shares beneficially owned by Mr. Cammarano include 66,667 shares issuable upon the exercise of stock
options held by him.

Item 12.Certain Relationships and Related Transactions

On January 4, 2004, we, The Tiger Fund, Adsouth, Inc., John P. Acunto, Jr. and Angela E. Acunto entered
into a share exchange agreement, pursuant to which, contemporaneously with the execution of the agreement, The
Tiger Fund transferred 1,866,667 shares of Common Stock it owned to Mr. John P. Acunto, Jr. and Ms. AngelaE.
Acunto, who were the sole stockholders of Adsouth, Inc., and Mr. and Ms. Acunto transferred their stock in Adsouth,
Inc. to us. Upon completion of the share exchange transaction, the control of our company had changed such that Mr.
and Mrs. Acunto collectively owned more than 50% of our outstanding common stock. Contemporaneously with this
transaction, Mr. Acunto was elected chairman and chief executive officer and adirector and Ms. Acunto was elected
executivevice president. Ms. Acunto resigned her position as executive vice president during 2004. Mr. and Ms.
Acunto each received stock grants of 300,000 shares of common stock on January 4, 2004 and 366,667 shares of
common stock on February 27, 2004, and they each received a non-qualified stock option to purchase 333,333 shares
of common stock on February 27, 2004.
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On May 9, 2003, our board of directors authorized The Tiger Fund's purchase of 1,298,452 shares of common
stock for which The Tiger Fund issued its $19,477 promissory note. The note accrues interest annually at arate equal
to the 90 day treasury rate published in the Wall Street Journal on January 1st of each year, an effective rate of 1% at
December 31, 2004, with all principal and interest duein May 2007.

In connection with the reverse acquisition, The Tiger Fund committed to provide us with $1 million in equity
funding during 2004. Originally, The Tiger Fund was to receive awarrant to purchase 133,333 shares of common
stock at $15 per share for its $1 million investment. On March 31, 2004, we and The Tiger Fund entered into an
amended agreement pursuant to which The Tiger Fund purchased 333,333 shares of common stock for $1 million
consisting of $350,000 cash and a promissory note in the amount of $650,000. Subsequently, The Tiger Fund returned
157,894 shares of common stock and the $650,000 promissory note was cancelled.

In February 2004, we acquired all of the stock of Dermafresh, Inc., which owned the rights to the Dermafresh
products, from Think-Tek. Mr. John Cammarano, who became our president following our acquisition of Dermafresh,
Inc., was an officer, director and stockholder of Think-Tek. The purchase price for Dermafresh, Inc. was $125,000, of
which $62,500 was paid to Mr. Cammarano. On or about November 5, 2004, Plan* It Strategic Marketing, Inc.
commenced an action in the Circuit Court, Palm Beach County, Florida against us, Dermafresh, Inc., John Cammarano,
and others, including Think Tek, claiming that the sale to us violated an agreement between the plaintiff and Think
Tek. See”Item 3. Legal Proceedings” for information concerning this litigation.

Item 13.Exhibits

See Exhibit Index immediately following the signature page for the Exhibits filed as part of or incorporated by
reference into this Report.

Item 14.Principal Accountants Fees and Services.

Effective for our fiscal year commencing January 1, 2004, we changed our independent auditors from
Stonefield Josephson, Inc. to Marcum & Kliegman, LLP. Stonefield Josephson, Inc. was dismissed on February 9,
2004. During either of the last two fiscal years and throughout the subsequent interim period since December 31, 2003
until the termination of Stonefield Josephson, Inc. on February 9, 2004, there were no disagreements with Stonefield
Josephson, Inc. whether or not resolved, on any matter of accounting principles or practices, financial statement
disclosure pursuant to Item 304 (a)(i)(iv) of Regulation S-B promulgated under the Securities Act of 1933, as amended.
The decision to change accountants was approved by our board of directors. We have no audit committee.

Marcum & Kliegman, LLP was engaged by letter dated January 30, 2004 to audit our financial statementsfor
2004, and the change of auditors became effective as of February 9, 2004. Marcum & Kliegman, LLP was not
consulted by us or by anyone on our behalf on any matters as described in Item 304(a)(2)(i) or Item 304(a)(2)(ii).

During 2004, we paid the following fees to Marcum & Kliegman LLP:

2004

Audit Fees $92,000
Tax Fees -
Other Fees -
$92,000

During 2003, we paid the following fees to Stonefield Josephson, Inc.:

2003

Audit Fees $6,269
Tax Fees 1,583
Other Fees -
$7,852
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We also paid Stonefield Josephson, Inc. $2,101 in 2004 in connection with the issuance of its consent for the
financial statements for the year ended December 31, 2003, which were included in our Form S-8 registration
statements.

We do not have an audit committee. Our board of directors approves the engagement of an accountant to
render all audit and non-audit services prior to the engagement of the accountant based upon a proposal by the
accountant of estimated fees and scope of the engagement. Our board of director’ s has received the written disclosure
and the letter from Marcum & Kliegman, LLP required by Independence Standards Board Standard No. 1, as currently
in effect, and has discussed with Marcum & Kliegman, LLP their independence.
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SIGNATURES

In accordance with Section 13 or 15(d) of the Securities Exchange Act, the registrant has caused this report to
be signed on its behal f by the undersigned, thereunto duly authorized.

ADSOUTH PARTNERS, INC.

/s/ JOHN P. ACUNTO, JR.
By John P. Acunto, Jr.
Chief Executive Officer, Director

Date:  March 29, 2005

In accordance with the Exchange Act, this report has been signed below by the following persons on behalf of
the registrant and in the capacities and on the dates indicated.

/s/ JOHN P. ACUNTO, JR.
By John P. Acunto, Jr.
Chief Executive Officer, Director

Date:  March 29, 2005

/s ANTON LEE WINGEIER
By Anton Lee Wingeier
Chief Financial Officer, Director

Date:  March 29, 2005

[s/ JOHN CAMMARANO, JR.
By John Cammarano, Jr.
President

Date:  March 29, 2005
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Adsouth Partners, Inc.

Index to Exhibits

Exhibit

Number  Exhibit Description

3) ) Articles of Incorporation

3) (i)  By-laws

(22) Subsidiaries of the Registrant

(4.1) Form of Subscription Agreement for February 17 and 19, 2005 Private Placement®

4.2) Form of note for February 17 and 19, 2005 Private Placement®

(4.3) Form of warrant (subscriber) for February 17 and 19, 2005 Private Placement™

(4.4) Form of warrant (Atlas) for February 17 and 19, 2005 Private Placement™

(10.1) Employment agreement dated as of July 1, 2004 between the Company and John P. Acunto, Jr. !

(10.2) Employment agreement dated as of July 1, 2004 between the Company and Anton Lee Wingei ert
(311 Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
(32.1) Certification of Chief Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
(32.2) Certification of Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

! _Incorporated by referenceto the 8-K filed on February 22, 2005.
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Exhibit (3)(i)
Restated Articles of Incorporation
of
Adsouth Partners, Inc.

ONE: The name of the corporation is Adsouth Partners, Inc.

TWO: The purpose of this corporation isto engage in any lawful act or activity for which a corporation may be
organized under the General Corporation Law of Nevada other than the banking business, the trust company business
or the practice of a profession permitted to be incorporated by the Nevada Corporations Code.

THREE: This Corporation is authorized to issue two classes of stock, which are voting Common Stock and Preferred
Stock. The shares of Common Stock which this Corporation is authorized to issue shall have a par value of one-
hundredth of one cent ($.0001) per share and the number of shares of Common Stock this Corporation is authorized to
issueisthirty-three million, three hundred and thirty-three thousand, three hundred and thirty-three (33,333,333)

shares. The shares of Preferred Stock this Corporation is authorized to issue shall have a par value of one-hundredth of
one cent ($.0001) per share and the number of shares of Preferred Stock this Corporation is authorized to issueisfive
million (5,000,000) shares. Of such amount, the Corporation hereby designates and establishes one (1) series of
Preferred Stock, namely Series A Convertible Preferred Stock. The number of shares of Series A Convertible Preferred
Stock the Corporation is authorized to issue shall be three million five hundred thousand (3,500,000) shares. The
Series A Convertible Preferred Stock shall provide to the holders of such shares the right to convert each single share
thereof into one hundred (100) shares of fully-paid, validly issued and non-assessable shares of the Company’s
Common Stock, without further consideration, upon any “change of control” of the Company. For purposes of the
Series A Convertible Preferred Stock, a*“change of control” shall be deemed to have occurred in the event that any
person or entity shall have acquired more than twenty-five percent (25%) of the aggregate number of shares of the
Company’sissued and outstanding Common Stock in any single transaction or series of transactions which are not
approved by our Board of Directors. The Board of Directors, within any limits and restrictions stated, may determine
or alter therights, preferences, privileges and restrictions granted to or imposed upon any wholly unissued series of
Preferred Stock. All remaining sharesof Preferred Stock not so specifically designated may be designated in the future
by action of the Board of Directors of the Corporation and otherwise in accordance with the applicable provisions of
the Nevada Revised Statutes of the State of Nevada.

FOUR: Theliahility of the directors of the corporation for monetary damages shall be eliminated to the fullest extent
permissible under Nevadalaw.
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Exhibit (3)(ii)
By-laws
of
Adsouth Partners, Inc.
A Nevada Corporation
(As Amended)

ARTICLE| OFFICES

SECTION 1. REGISTERED OFFICE. Theregistered office of ADSOUTH PARTNERS, INC. (the “Corporation”)
shall be CHQ Incorporated 1555 E. Flamingo Road, Suite 155, Las Vegas, Nevada 89119 and the name of the
registered agent in charge thereof shall be CHQ Incorporated 1555 E. Flamingo Road, Suite 155, Las Vegas, Nevada
891109.

SECTION 2. PRINCIPAL OFFICE. The principal office for the transaction of business of the Corporation shall be at
such places as the Board of Directors of the Corporation (the “Board”) may determine. The Board is hereby granted
full power and authority to change said principal office from one location to another.

SECTION 3. OTHER OFFICES. Branch or subordinate offices may be established by the Board of Directors at such
other places as may be desirable.

ARTICLE Il SHAREHOLDERS

SECTION 1. PLACE OF MEETING. Meetings of shareholders shall be held either at the principal executive office of
the corporation or at any other location within or without the State of Nevada which may be designated by written
consent of all persona entitled to vote thereat.

SECTION 2. ANNUAL MEETING. The annual meeting of shareholders shall be held on such day and at such time as
may be fixed by the Board; provided however, that should said day fall upon a Saturday, Sunday, or legal holiday
observed by the Corporation at its principal executive office, then any such meeting of shareholders shall be held at the
same time and place on the next day thereafter ensuing which isafull businessday. At such meetings, directors shall
be elected by plurality vote and any other proper business may be transacted.

SECTION 3. SPECIAL MEETINGS. Special meetings of the shareholders may be called for any purpose or purposes
permitted under Chapter 78 of Nevada Revised Statutes at any time by the Board, Chairman of the Board, President, or
by the shareholders entitled to cast not less than twenty-five percent (25%) of the votes at such meeting. Upon request
in writing to the Chairman of the Board, the President, Vice-President or the Secretary, by any person or person entitled
to call a special meeting of shareholders, the Secretary shall cause notice to be given to the shareholders entitled to
vote, that a special meeting will be held not less than thirty-five (35) nor more than sixty (60) days after the date of the
notice.

SECTION 4. NOTICE OF ANNUAL OR SPECIAL MEETING. Written notice of each annual meeting of
shareholders shall be given not less than ten (10) nor more than sixty (60) days before the date of the meeting to each
shareholder entitled to vote thereat. Such notice shall state the place, date and hour of the meeting and (i) in the case of
a special meeting the general nature of the business to be transacted, or (ii) in the case of the annual meeting, those
matterswhich the Board, at the time of the mailing of the notice, intendsto present for action by the shareholders, but,
any proper matter may be presented at the meeting for such action. The notices of any meeting at which directors are to
be elected shall include the names of the nominees intended, at the time of the notice, to be presented by management
for election.

Notice of ashareholders' meeting shall be given either personally or by mail or, addressed to the shareholder at the
address of such shareholder appearing on the books of the corporation or if no such address appears or is given, by
publication at least once in a newspaper of general circulation in Clark County, Nevada. An affidavit of mailing of any
notice, executed by the Secretary, shall be prima facie evidence of the giving of notice.
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SECTION 5. QUORUM. A majority of the shares entitle to vote, represented in person or by proxy, shall constitute a
guorum at any meeting of shareholders. If aquorum is present, the affirmative vote of the majority of shareholders
represented and voting at the meeting on any matter, shall be the act of the shareholders. The shareholders present at a
duly called or held meeting at which aquorum is present may continue to do business until adjournment,
notwithstanding withdrawal of enough shareholdersto leave less than aquorum, if any action taken (other than
adjournment) is approved by at least a majority of the number of shares required as noted above to constitute a quorum.
Notwithstanding the foregoing (1) the sale, transfer and other disposition of substantially all of the corporation’s
properties and (2) amerger or consolidation of the corporation shall require the approval by an affirmative vote of not
less than two-thirds (2/3) of the corporation’sissued and outstanding shares.

SECTION 6. ADJOURNED MEETING AND NOTICE THEREOF. Any shareholders meeting, whether or not a
qguorum is present, may be deemed adjourned from time to time. N the absence of a quorum (except as provided n
section 5 of thisarticle), no other business may be transacted at such meeting.

It shall not be necessary to give any notice of the time and place of the adjourned meeting or of the businessto be
transacted thereat, other than by announcement at the meeting at which such adjournment is taken; provided, however
when a shareholders meeting is adjourned for more than forty-five (45) days, or if after adjournment a new record date
isfixed for the adjourned meeting, notice of the adjourned meeting shall be given asin the case of an original meeting.

SECTION 7. VOTING. The shareholders entitled to notice of any meeting or to vote at such meeting shall be only
persons in whose name share stand on the stock records of the corporation on the record date determined in accordance
with Section 8 of this Article.

SECTION 8. RECORD DATE. The Board may fix, in advance, arecord date for the determination of the shareholders
entitled to notice of ameeting or to vote entitled to receive payment of any dividend or other distribution, or any
allotment of rights, or to exercise rightsin respect to any other lawful action. The record date so fixed shall be not
more than sixty (60) days prior to any other action. When arecord date is so fixed, only shareholders of record on that
date are entitled to notice of and to vote at the meeting or to receive the dividends, distribution, or alotment of rights,
or to exercise of the rights, as the case may be, notwithstanding any transfer of shares on the books of the corporation
after therecord date. Determination of shareholders of record entitled to notice of or to vote at a meeting of
shareholders shall apply to any adjournment of the meeting unless the Board shall fix a new record date for the
meeting. The Board shall fix a new record date if the meeting is adjourned for more than forty-five (45) days.

If no record date isfixed by the Board, the record date for determining sharehol ders entitled to notice of or to vote at a
meeting of shareholders shall be the close of business on the businessday next preceding the day on which noticeis
given or, if notice iswaived, at the close of business on the business day next preceding the day on which noticeis
given. Therecord date for determining shareholders for any purpose other than as set in this Section 8 or Section 10 of
this Article shall be at the close of the day on which the Board adopts the resol ution relating thereto, or the sixtieth day
prior to the date of such other action, whichever islater.

SECTION 9. CONSENT OF ABSENTEES. The transactions of any meeting of shareholders, however call and
noticed, and wherever held, are as valid as though had at a meeting duly held after regular call, and notice, if aquorum
is present either in person or by proxy, and if, either before or after the meeting, each of the persons entitled to vote nor
present in person or by proxy, signs awritten waiver of notice, or a consent to the holding of the meeting of an
approval of the minutesthereof. All such waivers, consents or approvals shall be filed with the corporate records or
made a part of the minutes of the meeting.

SECTION 10. ACTION WITHOUT MEETING. Any action which, under any provisions of law, may be taken at any
annual or special meeting of shareholders, may be taken without a meeting and without prior notice if aconsent in
writing, setting forth the actions to be taken, shall be signed by holders of outstanding shares having not less than the
minimum numbers of votes that would be necessary to authorize or take such action at a meeting at which all shares
entitled to vote thereon were present and voted. Unless arecord date for voting purposes be fixed as provided in
Section 8 of this Article, the record date for determining shareholders entitled to give consent pursuant to this Section
10, when no prior action by the Board has been taken, shall be the day on which the first consent isgiven.
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SECTION 11. PROXIES. Every person entitled to vote shares has the right to do so either in person or by one or more
person authorized by awritten proxy executed by such shareholder and filed with the Secretary not less than five (5)
days prior to meeting.

SECTION 12. CONDUCT OF MEETING. The President shall preside as Chairman at all meetings of shareholders,
unless another Chairman is selected. The Chairman shall conduct each such meeting in a businesslike and fair manner,
but shall not be obligated to follow any technical, formal or parliamentary rules or principles of procedure. The
Chairman’ s ruling on procedural matters shall be conclusive and binding on all shareholders, unless at the time of
ruling arequest for avote is made by the shareholders entitled to vote and representedin person or by proxy at the
meeting, in which case the decision of amajority of such shares shall be conclusive and binding on all shareholders
without limiting the generality of the foregoing, the Chairman shall have all the powers usually vested in the chairman
of ameeting of shareholders.

ARTICLE Il DIRECTORS

SECTION I. POWERS. Subject to limitation of the Articles of Incorporation, of these bylaws, and of actions required
to be approved by the shareholders, the business and affairs of the corporation shall be managed and all corporate
powers shall be exercised by or under the direction of the Board. The Board may, as permitted by law, delegate the
management of the day-to-day operations of the business of the corporation to a management company or other persons
or officers of the corporation to management company or other person or officers of the corporation provided that the
business affairs of the Corporation shall be managed and all corporate powers shall be exercised under the ultimate
direction of the Board. Without prejudice to such general powers, it is hereby expressly declared that the Board shall
have the following powers;

(a) To select and remove al of the officers, agents and employees of the corporation, prescribe the powers and duties
for them as may not be inconsistent with law, or with the Articles of Incorporation or by these bylaws, fix their
compensation, and require from them, if necessary, security for faithful service.

(b) To conduct, manage, and control the affairs and business of the corporation and to make such rules and regulations
therefore not inconsistent with law, with the Articles of Incorporation or these bylaws, as they may deem best.

(c) To adopt, make and use a corporate seal, and to prescribe toe forms of certificates of stock and to alter the form of
such seal and such of certificates from time to time in their judgment they deem best.

(d) To authorized the issuance of shares of stock of the corporation from time to time, upon such terms and for such
consideration as may be lawful.

(e) To borrow money and incur indebtedness for the purposes of the corporation, and to cause to be executed and
delivered therefore, in the corporate name, promissory notes, bonds, debentures, deeds of trust, mortgages, pledges,
hypothecation or other evidence of debt and securities therefore.

SECTION 2. NUMBER AND QUALIFICATION OF DIRECTORS. The authorized number of directors shall be (two)
(2) until changed by amendment of the Articles or by abylaw duly adopted by approval of the outstanding shares
amending this Section 2.

SECTION 3. ELECTION AND TERM OF NOTICE. The directors shall be elected at each annual meeting of
shareholders but if any such annual meeting is not held or the directors are not elected thereat, the directors may be
elected thereat, the directors may be elected at any special meeting of shareholders held for that purpose. Each director
shall hold office until the next annual meeting and until a successor has been elected and qualified.

SECTION 4. CHAIRMAN OF THE BOARD. At the regular meeting of the Board, the first order of business will be
to select, form its members, a Chairman of the Board whose duties will be to preside over all board meetings until the
next annual meeting and until a successor has been chosen.

SECTION 5. VACANCIES. Any director may resign effective upon giving written notice to the Chairman of the
Board, the President, Secretary, or the Board, unless the notice specified alater time for the effectiveness of such
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resignation. If theresignation is effective at afuture time, a successor may be elected to take office when the
resignation becomes effective.

Vacanciesin the Board including those existing as aresult of aremoval of adirector, shall befilled by the shareholders
at aspecia meeting, and each director so elected shall hold officer until the next annual meeting and until such
director’ s successor ahs been elected and qualified.

A vacancy or vacancies in the Board shall be deemed to exist in case of the death, resignation or removal of any
director or if the authorized number of directors beincreased, or if the shareholdersfail, at any annual or special
meeting of shareholders at which any directors are elected, to elect the full authorized number of directorsto be voted
for the meeting.

The Board may declare vacant the office of a director who has been declared of unsound mind or convicted of afelony
by an order of court. The shareholders may elect adirector or directors at any timeto fill any vacancy or vacancies.
Any such election by written consent requires the consent of amajority of the outstanding share entitled to vote. If the
Board accepts the resignation of adirector tendered to take effect at afuture time, the shareholder shall power to elect a
successor to take office when the resignation is to become effective.

No reduction of the authorized number of directors shall have the effect of removing any director prior to the expiration
of the director’ s term of office.

SECTION 6. PLACE OF MEETING. Any meeting of the Board shall be held at any place within or without the State
of Nevada which has been designated from time to time by the Board. In the absence of such designation meetings
shall be held at the principal executive office of the corporation.

SECTION 7. REGULAR MEETINGS. Immediately following each annual meeting of shareholders of the Board shall
hold aregular meeting for the purpose of organization, selection of a Chairman of the Board, election of officers, and
the transaction of other business. Call and notice of such regular meetings is hereby dispensed with.

SECTION 8. SPECIAL MEETINGS. Special meetings of the Board for any purposes may be called at any time by the
Chairman of the Board, the President, or the Secretary or by any two directors.

Special meetings of the Board shall be held upon at least four (4) days written notice or forty-eight (48) hours notice
given personally or by telephone, telegraph, telex, or other similar means of communication. Any such notice shall be
addressed or delivered to each director at such director’ s address asit is shown upon the records of the Corporation or
as may have been given to the Corporation by the director for the purposes of notice.

SECTION 9. QUORUM. A mgjority of the authorized number of directors constitutes a quorum of the Board for the
transaction of business, except to adjourn as hereinafter provided. Every act or decision done or made by a mgjority of
the directors present at a meeting duly held at which a quorum is present shall be regarded as the act of the Aboard,
unless a greater number be required by law or by the Articles of Incorporation. A meeting at which aquorum I initially
present may continue to transact business notwithstanding the withdrawal of directors, if any action taken is approved
by at least amajority of the number of directors required as noted above to constitute a quorum for such meeting.

SECTION 10. PARTICIPATION IN MEETINGS BY CONFERENCE TELEPHONE. Members of the Board may
participate in a meeting through use of conference telephone or similar communications equipment, so long as all
members participate in such meeting can hear one anther.

SECTION 11. WAIVER OF NOTICE. The transactions of any meeting of the Board, however called and noticed or
wherever held, are as valid as though had at a meeting duly after regular call and notice if a quorum be present and if,
either before or after the meeting, each of the directors not present signs awritten waiver notice. A consent to holding
such meeting or an approval of the minutes thereof. All such waivers, consents or approvals shall be filed with the
corporate records or made part of the minutes of the meeting.

SECTION 12. ADJOURNMENT. A majority of the directors present, whether ort not a quorum is present, may
adjourn any directors' meeting to another time and place. Notice of the time and place of holding an adjourned
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meeting need not be given to absent directors if the time and place be fixed at the meeting adjourned. If the meeting is
adjourned for more than forty-eight (48) hours, notice of any adjournment to another time or place shall be given prior
to the time of the adjourned meeting to the directors who were not present at the time of adjournment.

SECTION 13. FEES AND COMPENSATION. Directors and members of committees may receive such
compensation, if any, for their services, and such reimbursement for expenses, as may be fixed or determined by the
Board.

SECTION 14. ACTION WITHOUT MEETING. Any action required or permitted to be taken by the Board may be
taken without a meeting if all members of the Boards shall individually or collectively consent in writing to such
action. Such consent or consents shall have the same effect as a unanimous vote of the Board and shall be filed with
the minutes of the proceedings of the Board.\

SECTION 15. COMMITTEES. The board may appoint one or more committees, each consisting of two or more
directors, and delegates to such committees any of the authority of the Board except with respect to:

(@) Theapproval of any action which requires shareholders' approval or approval of the outstanding shares;

(b) Thefilling of vacancies on the Board or on any committees;

(c) Thefixing of compensation of the directorsfor serving on the Board or any committee;

(d) The amendment or repeal of bylaws or the adoption of new bylaws;

(e) The amendment or repeal of any resolution of the Board which by its express termsis not so amendable or

repeal able by a committee of the board;
() A distribution to the shareholders of the corporation;
(g) The appointment of other committees of the Board or the members thereof.

Any such committee must be appointed b y resolution adopted by a majority of the authorized number of directors and
may be designated an Executive Committee or by such other name the Board shall specify. The Board shall have the
power to prescribe the manner in which proceedings of any such committee shall be conducted. Unlessthe Board or
such committee shall otherwise provide, the regular or special meetings and other actions of any such committee shall
be governed by the provisions of the Article applicable to meetings and actions of the Board. Minutes shall be kept of
each meeting of each committee.

ARTICLE IV OFFICERS

SECTION 1. OFFICERS. The officers of the corporation shall be a president, a secretary and atreasurer. The
corporation may also have, at the discretion of the Board, one or more vice-presidents, one or more assistant vice
presidents, one or more assi stant secretaries, one or more assistant treasurers and such other officers as may be elected
or appointed in accordance with the provisions of Section 3 of this Article.

SECTION 2. ELECTION. The officers of the corporation, except such officers as may be elected or appointed in
accordance with the provisions of Section 3 or Sexton 5 of this Article, shall be chosen annually by, and shall serve at
the pleasure of, the Board, and shall hold their respective offices until their resignation, removal or other
disqualification from service, or until their respective successors shall be elected.

SECTION 3. SUBORDINATE OFFICERS. The Board may elect, and may empower the President to appoint such
other officers as the business of the corporation may require, each of whom shall hold office for such periods, have
such authority, and perform such duties as are provided in these bylaws or as the Board, or the president may form time
to time direct.

SECTION 4. REMOVAL AND RESIGNATION. Any officer may be removed, either with or without cause, by the
Board of Directors at any time, or, except in the case of an officer chosen by the Board, by an officer upon whom such
power of remova may be conferred by the Board.

Any officer may resign at any time by giving written notice to the corporation. Any such resignation shall take effect at

the date of the receipt of such notice or at any later time specified therein. The acceptance of such resignation shall be
necessary to make it effective.
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SECTION 5. VACANCIES. A vacancy on any office because of death, resignation, removal, disqualification, or any
other cause shall befilled in the manner prescribed by these bylaws for the regular election or appointment to such
office.

SECTION 6. PRESIDENT. The President shall be the chief executive officer and general manager of the corporation.
The President shall preside at all meetings of the shareholders and, in the absence of the Chairman of the Board at all
meetings of the Board. The President has the general powers and duties of management usually vested in the chief
executive officer and the general manager of the corporation and such other powers and duties as may be prescribed by
the Board.

SECTION 7. VICE PRESIDENTS. In the absence or disability of the President, the Vice President on order of their
rank as fixed by the Board or, if not ranked, the Vice president designated by the Board, shall perform all the duties of
the President, and when so acting shall have all the powers of, and be subject to all the restrictions upon the President.
The Vice Presidents shall have such other powers and perform such other duties as from time to time may be prescribed
for them respectively by the President or the Board.

SECTION 8. SECRETARY . The secretary shall keep or cause to be kept, at the principal executive offices and such
other places as the Board may order, abook of minutes of all meetings of shareholders, the Board, and its committees,
with the time and place of holding, whether regular or special, and, if special, how authorized, the notice thereof given,
the names of those present at Board and committee meetings, the number of shares present or presented at
shareholders’ meetings, and proceedings thereof. The Secretary shall keep, or cause to be kept, a copy of the bylaws of
the corporation at the principal executive office of the corporation.

The Secretary shall be keep, or cause to be kept, at the principal executive office, a share register, or aduplicate share
register, showing the names of the shareholders and their addresses, the number and classes of shares hold by each, the
number and date of certificates issued for the same, and the number and date of cancellation of every certificate
surrendered for cancellation.

The Secretary shall give, or cause to be given, notice of all the meetings of the shareholders and of the Board and any
committees thereof required by these bylaws or by law to be given, shall keep the seal of the corporation in safe
custody, and shall have such other powers and perform such other duties as may be prescribed by the Board.

SECTION 9. TREASURER. The Treasurer isthe chief financial officer of the corporation and shall keep and maintain,
or cause to be kept and maintained, adequate and correct accounts of the properties an financial transaction of the
corporation, and shall send or cause to be sent to the shareholders of the corporation such financial statements and
reports as are by law or these bylaws required to be sent to them.

The Treasurer shall deposit all monies and other valuables in the name and to the credit of the corporation with such
depositories as may be designated by the Board. The Treasurer shall disburse the funds of the corporation as may be
ordered by the Board, shall render to the President and directors, whenever they request it, an account of all transaction
as Treasurer and of the financial conditions of the corporation, and shall have such other power4s and perform such
other duties as may be prescribed by the Board.

SECTION 10. AGENTS. The president, any Vice-president, the Secretary or treasurer may appoint agents with power
and authority, as defined or limited in their appointment, for and on behalf of the corporation to execute and deliver,
and affix the seal of the corporation thereto, to bonds, undertakings, recognizance, consents of surety or other written
obligationsin the nature thereof and any said officers may remove any such agent and revoke the power and authority
givento him.

ARTICLE V OTHER PROVISIONS
SECTION 1. DIVIDENDS. The Board may from time to time declare, and the corporation m ay pay, dividends on its

outstanding shares in the manner and on the terms and conditions provided by law, subject to any contractual
restrictions on which the corporation is then subject.
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SECTION 2. INSPECTION OF BY-LAWS. The Corporation shall keep in its principal executive Office the original
copy of these bylaws as amended to date which shall be open to inspection to shareholders at all reasonable times
during office hours. If the principal Executive Office of the corporation is outside the State of Nevada and the
Corporation has no principal officein such State, it shall upon the written notice of any shareholders furnish to such
shareholders a copy of these bylaws as amended to date.

SECTION 3. REPRESENTATION OF SHARES OF OTHER CORPORATIONS. The president or any other officer or
officers authorized by the Board or the President are each authorized to vote, represent, and exercise on behalf of the
Corporation al rightsincident to any and all shares of any other corporation or corporations standing in the name of the
Corporation. The authority herein granted may be exercised either by any such office in person or by any other person
authorized to do so by proxy or power of attorney duly executed by said officer.

ARTICLE VI INDEMNIFICATION

SECTION 1. INDEMNIFICATION IN ACTIONS BY THEIR PARTIES. Subject to the limitations of law, if any, the
corporation shall have the power to indemnify any director, officer, employee and agent of the corporation who was or
isaparty or isthreatened to be made a party to any proceeding (other than an action by or in the right of to procure a
judgment in its favor against expenses, judgments, fines, settlements and other amounts actually and reasonably
incurred in connection with such proceedings, provided that the Board shall find that the director, officer, employee or
agent acted in good faith and in a manner which such person reasonably believed in their best interests of the
corporation and, in the case of criminal proceedings, had no reasonabl e cause to believe the conduct was unlawful. The
termination of any proceeding by judgment order, settlement, conviction or upon a plea of nolo contender shall not, of
itself create aresumption that such person did not act in good faith and in a manner which the person reasonably
believed to bein the best interest of the corporation or that such person had reasonable cause to believe such person’s
conduct was unlawful.

SECTION 2, INDEMNIFICATION IN ACTIONSBY OR ON BEHALF OF THE CORPORATION. Subject to the
limitations of law, if any, the Corporation shall have the power to indemnify any director, officer, employee and agent
of the corporation who was or is threatened to be made a party to any threatened, pending or completed legal action by
or in the right of the Corporation to procure a judgment in its favor, against expenses actually and reasonable incurred
by such person in connection with the defense or settlement, if the Board of Directors determine that such person acted
in good faith, in amanner such person believed to be in the best interest of the Corporation and with such care,
including reasonable inquiry, as an ordinarily prudent person would use under similar circumstances.

SECTION 3. ADVANCE OF EXPENSES. Expensesincurred in defending any proceeding may be advanced by the
Corporation prior to the final disposition of such proceeding upon receipt of an undertaking by or on its behalf of any
officer, director, employee or agent to repay such amount unlessit shall be determined ultimately that the officer or
director is entitled to be indemnified as authorized by this article.

SECTION 4. INSURANCE. The corporation shall have power to purchase and maintain insurance on behalf of any
officer, director, employee or agent of the Corporation against any liability asserted against or incurred by the officer,
director, employee or agent in such capacity or arising our of such person’s status as such whether or not the
corporation would have the power to indemnify the officer, or director, employee or agent against such liability under
the provisions of thisArticle.

ARTICLE VIl AMENDMENTS

These bylaws may be altered, amended or repealed either by approval of a mgjority of the outstanding shares entitled to
vote or by the approval of the Board, provided however that after the issuance of shares, abylaw specifying or
changing afixed number of directors or the maximum or minimum number or changing from afixed to aflexible
Board or vice versamay only be adopted by the approval by an affirmative vote of not less than two-thirds of the
corporation’sissued and outstanding shares entitled to vote.
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Exhibit (21)
Subsidiaries of the Registrant

Company State of Incorporation
Adsouth, Inc. Florida
Dermafresh, Inc. Florida
Miko Distributors, Inc. Florida
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Exhibit (31.1)
SECTION 302 CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER
[, John P. Acunto, certify that:

1 | have reviewed this annual report on Form 10-K'SB of Adsouth Partners, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the
small businessissuer as of, and for, the periods presented in this report;

4, The small businessissuer’s other certifying officer and | are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(¢e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f) for
the small business issuer and have:

a) Designed such disclosure controls and procedures, or caused such dis closure controls and procedures
to be designed under our supervision, to ensure that material information relating to the small
business issuer, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which thisreport is being prepared;

b) Designed suchinternal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposesin
accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the small business issuer’ s disclosure controls and procedures and
presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosedinthisreport any change in the small businessissuer’sinternal control over financial
reporting that occurred during the small businessissuer’ s most recent fiscal quarter (the small
businessissuer’sfourth fiscal quarter in the case of an annual report) that has materially affected, or
is reasonably likely to materially affect, the small businessissuer’sinternal control over financial
reporting; and

5. The small businessissuer’s other certifying officer and | have disclosed, based on our most recent
evaluation of internal control over financial reporting, to the small businessissuer’s auditors and the audit
committee of the small businessissuer’s board of directors (or persons performing the equivalent
functions):

a) All significant deficiencies and material weaknessesin the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the small businessissuer’s
ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other emp loyees who have a
significant rolein the small businessissuer’sinternal control over financial reporting.

March 29, 2005

By /s/John P. Acunto, Jr.
Chief Executive Officer
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Exhibit (31.2)
SECTION 302 CERTIFICATION OF THE CHIEF FINANCIAL OFFICER
I, Anton Lee Wingeier, certify that:

1 | have reviewed this quarterly report on Form 10-KSB of Adsouth Partners, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the
small businessissuer as of, and for, the periods presented in this report;

4, The small businessissuer’s other certifying officer and | are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(¢e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f) for
the small business issuer and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures
to be designed under our supervision, to ensure that material information relating to the small
businessissuer, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b) Designed suchinternal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposesin
accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the small business issuer’ s disclosure controls and procedures and
presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by thisreport based on such evaluation; and

d) Disclosedinthisreport any changein the small businessissuer’sinternal control over financial
reporting that occurred during the small businessissuer’ s most recent fiscal quarter (the small
businessissuer’sfourth fiscal quarter in the case of an annual report) that has materially affected, or
isreasonably likely to materially affect, the small businessissuer’ sinternal control over financial
reporting; and

5. The small businessissuer’s other certifying officer and | have disclosed, based on our most recent
evaluation of internal control over financial reporting, to the small businessissuer’s auditors and the audit
committee of the small businessissuer’s board of directors (or persons performing the equivalent
functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the small businessissuer’s
ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a
significant rolein the small businessissuer’sinternal control over financial reporting.

March 29, 2005

By /s/ AntonLeeWingeier
Chief Financial Officer
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Exhibit (32)

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350 ASADOPTED
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Adsouth Partners, Inc., (the” Company") on Form 10-KSB for the period
ending December 31, 2004, as filed with the Securities and Exchange Commission on the date hereof (the "Report™),
the undersigned Chief Executive Officer and Chief Financial Officer of the Company hereby certify, pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 that (based on their
knowledge): 1) the Report fully complies with the requirements of Section 13(a) or 15 (d) of the Securities Exchange
Act of 1934, and 2) the information contained in the Report fairly presents, in all material respects, the financial
condition and results of operations of the Company as of and for the periods covered in the Report.

/s/ John P. Acunto, Jr.

Chief Executive Officer

/sl Anton Lee Wingeier
Chief Financial Officer

March 29, 2005
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders
Adsouth Partners, Inc. and Subsidiaries

We have audited the accompanying consolidated balance sheet of Adsouth Partners, Inc. and Subsidiaries
(the “Company™) as of December 31, 2004, and the related consolidated statements of operations, changes
in capital deficiency, and cash flows for the year ended December 31, 2004 and the period from July 8,
2003 (Date of Inception) to December 31, 2003. In addition, we have audited the accompanying sector
balance sheet and the related sector statements of operations and of cash flows, presented for purposes of
additional analysis, for the year ended December 31, 2004 and the period from July 8, 2003 (Date of
Inception) to December 31, 2003. These consolidated and sector financial statements (collectively, the
“financial statements”) are the responsibility of the Company's management. Our responsibility isto
express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Co mpany Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. The Company is not
required to have, nor were we engaged to perform, an audit of itsinternal control over financia reporting.
Our audit included consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Company’ sinternal control over financial reporting. Accordingly, we express no
such opinion. An audit also includes examining, on atest basis, evidence supporting the amounts and
disclosuresin the financial statements, assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that
our audits provide areasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in al material
respects, the consolidated financial position of Adsouth Partners, Inc. and Subsidiaries as of December 31,
2004, and the consolidated results of their operations and their cash flows for the year ended December 31,
2004 and the period from July 8, 2003 (Date of Inception) to December 31, 2003 in conformity with
accounting principles generally accepted in the United States of America. In addition, in our opinion, the
accompanying sector balance sheet and the related sector statements of operations and of cash flows,
presented for purposes of additional analysis, present fairly, in al material respects, the information set
forth therein when read in conjunction with the related consolidated financial statements.

/s Marcum & Kliegman LLP

New York, New York
February 19, 2005, except for Note 14[e] which is as of March 14, 2005



Adsouth Partners, Inc. and Subsidiaries
Sector Statements of Operations

For the Y ear Ended December 31, 2004 and

the Period from July 8, 2003 (Date of Inception) to December 31, 2003

2004 2003
ADVERTISING
Revenues $2,925,000 $789,000
Costs and expenses
Media placement and production costs 1,035,000 275,000
Selling, administrative and other expense (includes $3,718,000 of non
cash stock based compensation for the year ended December 31, 2004) 6,178,000 129,000
Total costs and expenses 7,213,000 404,000
Operating (loss) income — Advertising (4,288,000) 385,000
Loss on sale of marketable securities (10,000) -
Other expense (4,000) -
Net (loss) income — Advertising (4,302,000) 385,000
PRODUCTS
Revenues 1,119,000 -
Costs and expenses
Cost of sales 607,000 -
Selling, administrative and other expense (includes $770,000 of non
cash stock based compensation) 1,983,000 -
Total costs and expenses 2,590,000 -
Operating loss— Products (1,471,000) -
Interest expense (38,000) -
Net loss— Products (1,509,000) -
TOTAL COMPANY
Net (loss) income ($5,811,000) $385,000
Weighted average number of common shares 5,559,674 2,889,716
AMOUNTS PER SHARE OF COMMON STOCK
Basic net (loss) income ($1.05) $.13
Diluted net (loss) income ($1.05) $.13

The accompanying notes are an integral part of these consolidated financial statements.



Adsouth Partners, Inc. and Subsidiaries

Consolidated Statements of Operations
For the Y ear Ended December 31, 2004 and
the Period from July 8, 2003 (Date of Inception) to December 31, 2003

2004 2003
Revenues
Advertising $2,925,000 $789,000
Products 1,119,000 -
Revenues 4,044,000 789,000
Costs and expenses
Media placement and production costs- advertising 1,035,000 275,000
Cost of sales— products 607,000 -
Selling, administrative and other expense (includes $4,488,000 of non
cash stock based compensation for the year ended December 31, 2004) 8,161,000 129,000
Total costs and expenses 9,803,000 404,000
(Loss) income from operations (5,759,000) 385,000
Interest expense (38,000) -
Loss on sale of marketable securities (10,000) -
Other expense (4,000) -
Net (loss) income ($5,811,000) 385,000
Weighted average number of common shares 5,559,674 2,889,716
AMOUNTS PER SHARE OF COMMON STOCK
Basic net (loss) income ($1.05) $.13
Diluted net (loss) income ($1.05) $.13

The accompanying notes are an integral part of these consolidated financial statements.



Adsouth Partners, Inc. and Subsidiaries

Sector Balance Sheet
As of December 31, 2004

ASSETS
ADVERTISING
Cash $ 38,000
Certificate of deposit (restricted) 100,000
Prepaid expenses and other current assets 1,000
Total current assets 139,000
Property and equipment, net 64,000
Receivables, long-term 174,000
Deposits 9,000
Total advertising assets 386,000
PRODUCTS
Accountsreceivable — net 36,000
Inventory 186,000
Prepaid expenses and other current assets 33,000
Total current assets 255,000
Property and equipment, net 12,000
Investment in product line rights- net 114,000
Deposits 4,000
Total product assets 385,000
TOTAL ASSETS $ 771,000
(continued)

The accompanying notes are an integral part of these consolidated financial statements.



Adsouth Partners, Inc. and Subsidiaries
Sector Balance Sheet
As of December 31, 2004

LIABILITIESAND CAPITAL DEFICIENCY

ADVERTISING
Accounts payable 105,000
Accrued salaries and payroll taxes 243,000

Deferred revenues 51,000
Current portion of capital lease obligation 3,000
Total Advertising current liabilities 402,000
Capital |ease obligations 15,000
Total Advertising liabilities 417,000
PRODUCTS
Accounts payable 370,000
Accrued expenses 17,000
Accrued salaries and payroll taxes 18,000
Deferred revenues 39,000
Due to factor 113,000
Current portion of capital lease obligation 1,000
Bank line of credit 100,000
Notes payable 250,000
Total Products current liabilities 908,000
Capital lease obligation 3,000
Total Productsliabilities 911,000
Contingencies and commitments (see Note 8)

CAPITAL DEFICIENCY

Preferred stock, $.0001 par value; 5,000,000 shares authorized,

3,500,000 designated as Series A Convertible Preferred Stock,

noneissued and outstanding as of December 31, 2004 -
Common stock, $.0001 par value; 33,333,333 shares authorized,

6,002,214 issued and outstanding as of December 31, 2004 (see Note 9) -
Additional paid-in capital 5,274,000
Notes receivable — stockholder (20,000)
Accumulated deficit (5,811,000)
Total capital deficiency (557,000)
TOTAL LIABILITIES AND CAPITAL DEFICIENCY 771,000

The accompanying notes are an integral part of these consolidated financial statements.



Adsouth Partners, Inc. and Subsidiaries
Consolidated Balance Sheet
As of December 31, 2004

ASSETS

Cash 38,000
Certificate of deposit (restricted) 100,000
Accountsreceivable - net 36,000

Inventory 186,000
Prepaid expenses and other current assets 34,000
Total current assets 394,000
Property and equipment, net 76,000
Investment in product line rights- net 114,000
Receivables, long-term 174,000
Deposits 13,000
TOTAL ASSETS 771,000
LIABILITIESAND CAPITAL DEFICIENCY
Accounts payable 475,000
Accrued expenses 17,000
Accrued salaries and payroll taxes 261,000
Deferred revenues 90,000
Dueto factor 113,000
Current portion of capital |ease obligation 4,000
Bank line of credit 100,000
Notes payable 250,000
Total current liabilities 1,310,000
Capital |lease obligation 18,000
Total liabilities 1,328,000
Contingencies and commitments (see Note 8)

CAPITAL DEFICIENCY

Preferred stock, $.0001 par value; 5,000,000 shares authorized,

3,500,000 designated as Series A Convertible Preferred Stock,

noneissued and outstanding as of December 31, 2004 -
Common stock, $.0001 par value; 33,333,333 shares authorized,

6,002,214 issued and outstanding as of December 31, 2004 (see Note 9) -
Additional paid-in capital 5,274,000
Notes receivable — stockholder (20,000)
Accumulated deficit (5,811,000)
Total capital deficiency (557,000)
TOTAL LIABILITIESAND CAPITALDEFICIENCY 771,000

The accompanying notes are an integral part of these consolidated financial statements.



Adsouth Partners, Inc. and Subsidiaries

Sector Statements of Cash Flows

For the Y ear Ended December 31, 2004 and

the Period from July 8, 2003 (Date of Inception) to December 31. 2003

2004 2004 2003
CASH FLOWS- OPERATING ACTIVITIES: Advertising Products Advertising
Net (loss) income (4,302,000) (1,509,000) $ 385,000
Adjustments to reconcile net loss to net cash - operating
activities:
Non cash stock based compensation expense 3,718,000 770,000 -
Common stock issued in lieu of cash for interest
expense - 25,000 -
Depreciation and amortization 8,000 12,000 -
Allowance for bad debts 484,000 31,000 -
Loss on sale of marketable securities 10,000 - -
Other operating adjustments 6,000 - -
Changesin assets and liabilities:
Accounts receivable (668,000) (67,000) -
Inventory - (186,000) -
Prepaid expense and other current assets (1,000) (32,000) -
Accounts payable 86,000 370,000 18,000
Accrued expenses - 17,000 -
Accrued salaries and payroll taxes 240,000 18,000 4,000
Deferred revenues 51,000 39,000 -
Net cash - operating activities (368,000) (512,000) 407,000
CASH FLOWS—-INVESTING ACTIVITIES:
Capital expenditures (47,000) (10,000) (13,000)
Purchase certificate of deposit (restricted) (100,000) - -
Deposits (8,000) (4,000) (1,000)
Investment in product line rights— net - (125,000)
Net cash - investing activities (155,000) (139,000) (14,000)

The accompanying notes are an integral part of these consolidated financial statements.

Continued



Adsouth Partners, Inc. and Subsidiaries

Sector Statements of Cash Flows
For the Y ear Ended December 31, 2004 and
the Period from July 8, 2003 (Date of Inception) to December 31. 2003

2004 2004 2003
Advertising Products Advertising

CASH FLOWS—- FINANCING ACTIVITIES:
Proceeds from notes payable - 250,000 -
Dueto factor - 113,000 -
Advances on bank line of credit - 245,000 -
Repayments on bank line of credit (145,000) - -
Proceeds from the exercise of stock options 130,000 - -
Proceeds from issuance of common stock 560,000 43,000 -
Capital distributions - - (377,000)
Net cash - financing activities 545,000 651,000 (377,000)
Net changein cash 22,000 - 16,000
Cash - beginning of period 16,000 - -
Cash - end of period $ 38000 $ - $ 16,000
SUPPLEMENTAL CASH FLOW INFORMATION
Cash paid for interest $ - $ 16,000 -
Cash paid for income taxes $ - - -

The accompanying notes are an integral part of these consolidated financial statements.

SUPPLEMENTAL DISCLOSURES OF NON CASH INVESTING AND FINANCING ACTIVITIES

During 2004, the Company entered into a capital lease obligation having an aggregate net present

value of $22,000 resulting in anon cash increase in property and equipment of $18,000 to the advertising

sector and $4,000 to the products sector.



Adsouth Partners, Inc. and Subsidiaries

Consolidated Statements of Cash Flows
For the Y ear Ended December 31, 2004 and
the Period from July 8, 2003 (Date of Inception) to December 31, 2003

CASH FLOWS- OPERATING ACTIVITIES: 2004 2003
Net (loss) income (5,811,000) $ 385,000
Adjustments to reconcile net loss to net cash - operating

activities:

Non cash stock based compensation expense 4,488,000 -
Common stock issued in lieu of cash for interest expense 25,000 -
Depreciation and amortization 20,000 -
Allowance for bad debts 515,000 -
Loss on sale of marketable securities 10,000 -
Other operating adjustments 6,000 -
Changesin assetsand liabilities:

Accountsreceivable (735,000) -
Inventory (186,000) -
Prepaid expense and other current assets (33,000) -
Accounts payable 456,000 18,000
Accrued expenses 17,000 -
Accrued salaries and payroll taxes 258,000 4,000
Deferred revenues 90,000 -
Net cash - operating activities (880,000) 407,000
CASH FLOWS—INVESTING ACTIVITIES:

Capital expenditures (57,000) (13,000)
Purchase certificate of deposit (restricted) (100,000) -
Deposits (12,000) (2,000)
Investment in product line rights-net (125,000) -
Net cash - investing activities (294,000) (14,000)

The accompanying notes are an integral part of these consolidated financial statements.

F-10

Continued



Adsouth Partners, Inc. and Subsidiaries

Consolidated Statements of Cash Flows
For the Y ear Ended December 31, 2004 and
the Period from July 8, 2003 (Date of Inception) to December 31, 2003

2004 2003
CASH FLOWS—- FINANCING ACTIVITIES:
Proceeds from notes payable 250,000 -
Dueto factor 113,000 -
Advances on bank line of credit 245,000
Repayments on bank line of credit (145,000) -
Proceeds from the exercise of stock options 130,000 -
Proceeds from issuance of common stock 603,000 -
Capital distributions - (377,000)
Net cash - financing activities 1,196,000 (377,000)
Net changein cash 22,000 16,000
Cash - beginning of period 16,000 -
Cash - end of period $ 38,000 $ 16,000
SUPPLEMENTAL CASH FLOW INFORMATION
Cash paid for interest $ 16,000 $ -
Cash paid for income taxes $ - $ -

The accompanying notes are an integral part of these consolidated financial statements.
SUPPLEMENTAL DISCLOSURES OF NON CASH INVESTING AND FINANCING ACTIVITIES

During 2004, the Company entered into a capital lease obligation for certain property and
equipment having an aggregate net present value of $22,000.
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Adsouth Partners, Inc. and Subsidiaries
Consolidated Statement of Changesin Capital Deficiency
For the Period from July 8, 2003 (date of inception) to December 31, 2003 and for the Y ear Ended December 31, 2004

Additional Note
Common Stock Paid-in Deferred Receivable  Accumulated
Shares Amount Capital Compensation  Stockholder Deficit Total

Balance at July 8, 2003 (date of inception) - - - - - - -
Capital contributed upon Incorporation - - $22,000 - - $22,000
Shareholder return of capital and net distributions - - - - - ($397,000) (397,000)
Net income - - - - - 385,000 385,000
Balance at December 31, 2003 - * 22,000 - - (12,000) 10,000
Equity section of Zenith Technology, Inc. (see Note 1) 3,478,032 * 934,000 ($783,000) (%$20,000) (131,000) -
Transfer to additional paid-in capital upon reorganization - - (131,000) - - 131,000 -
Capitalization of accumulated deficit at the time of the

S-Corp revocation - - (12,000) - - 12,000 -
Stock issued pursuant to stock grants (see Note 10) 2,003,396 * 3,625,000 (130,000) - - 3,495,000
Grant of stock options (see Note 10) - - 78,000 (78,000) - - -
Exercise of stock options (see Note 10) 150,000 * 130,000 - - - 130,000
Amortization of deferred compensation (see Note 10) - - - 991,000 - - 991,000
Stock issued for note receivable - related party

(see Note 9) 333,333 * 1,002,000 - (650,000) - 352,000
Cancellation of note receivable— related party upon return

of previously issued stock (see Note 9) (157,894) * (650,000) - 650,000 - -
Stock issued in lieu of cash for interest expense 15,347 * 25,000 - - - 25,000
Sale of common stock 180,000 * 251,000 - - - 251,000
Net loss - - - - - (5,811,000) (5,811,000)
Balance at December 31, 2004 6,002,214 * $5,274,000 - ($20,000) ($5,811,000) ($557,000)

* - lessthan $1,000.

The accompanying notes are an integral part of these consolidated financial statements.
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Adsouth Partners, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
For the Y ear Ended December 31, 2004

1. Summary of Significant Accounting Policies

Organization

Adsouth Partners, Inc. (the "Company" or the "Registrant"), (formerly Zenith Technology, Inc.) is
apublicly held Nevada corporation organized on December 2, 1998.

Changesin Control

On January 4, 2004, the Company, The Tiger Fund, Adsouth, Inc., John P. Acunto, Jr. and Angela
E. Acunto entered into a share exchange transaction, pursuant to which the Tiger Fund transferred
1,866,667 shares of Common Stock it owned to Mr. John P. Acunto, Jr. and Ms. Angela E. Acunto, who
were the two shareholders of Adsouth, Inc., in exchange for their 100% equity ownership in Adsouth, Inc.
(the “ Adsouth Acquisition”). Upon the completion of the Adsouth Acquisition, control of the Company
had changed whereby Mr. John P. Acunto, Jr. and Ms. Angela Acunto owned more than 50% of the total
issued and outstanding Common Stock.

Because the Adsouth Acquisition resulted in the former owners of Adsouth, Inc. gaining control of
the Company, the transaction is accounted for as areverse acquisition. Effective on the acquisition date,
the Company’ s balance sheet includes the assets and liabilities of Adsouth, Inc. and its equity accounts
have been recapitalized to reflect the equity of Adsouth, Inc. In addition, effective on the acquisition date,
and for all reporting periods thereafter, the Company’ s operating activities, including any prior comparative
periods, will include only those of Adsouth, Inc. However, because Adsouth, Inc. commenced operations
in July 2003, comparative operating results for the year ended December 31, 2003 include the period from
July 8, 2003 (date of inception) to December 31, 2003.

Reverse Split

All share and per share information in these financial statements reflects aone-for-15 reverse split
which became effective on March 25, 2005. See Note 14[€].

Nature of Operations

Since July 8, 2003 and throughout 2004, the Company has been engaged in providing advertising
agency services specializing in direct response media campaigns. The Company’ s advertising agency
servicesinclude (i) the placement of advertising in television, internet and print media outlets; (ii) the
production of advertising content including television commercials, print advertising and other graphics
design literature; and (iii) advertising and marketing consulting services.

In February 2004, the Company acquired the rights to a home microdermabrasion kit skin care
product in consideration for $125,000 and throughout 2004 the Company expanded its line of skin care
productsto include a collagen facial blanket, aglycolic facial blanket, eye and lip contour patches, a scar
and stretch mark renewal patch, a décolleté renewal blanket, aroll-on collagen, an anti-wrinkle and firming
serum and a bottled skin toner (the “ Dermafresh Line”). Sales of the Company’s skin care products began
in June 2004 and salesto retail customers began in the third quarter of 2004.
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In October 2004, the Company entered into a distribution and marketing agreement with SIMON
Cosmetics LLC pursuant to which the Company has two y ear exclusive rights to distribute and sell SIMON
Cosmetics LLC’sline of skin care products (the “ Simon Solutions Line”) in North America. Pursuant to
the distribution and marketing agreement, the Company has exclusive rights to purchase distribute the
Simon Solutions Linein North Americafor a period of two years, although either party has the right to
terminate the agreement on six months' notice. The distribution and marketing agreement also requires the
Company to participate with SIMON Cosmetics LLC in a cooperative advertising campaign. Pursuant to a
separate royalty agreement, the Company is required to pay aroyalty of $.10 per unit on the Lip Solution
Product to the company that introduced SIMON Cosmetics LL C to the Company. There were no sales of
the Simon Solutions Line in 2004

Principles of Consolidation

The accompanying consolidated financial statements include the accounts of the Company and its
subsidiaries through which it has direct controlling interests. The Company has 100% ownership in
Adsouth, Inc., aFlorida corporation organized on October 31, 2003 and Dermafresh, Inc., a Florida
corporation organized on February 2, 2004. All significant intercompany balances and transactions have
been eliminated.

Cash and cash equivalents

The Company considers all highly liquid instruments purchased with an original maturity of three
months or less to be cash equivalents. Asof December 31, 2004, the Company has no cash equivalents.

Accounts Receivables

All of the Companies accounts receivable are reported at their net collectible amounts. The
Company records a reserve against any accounts receivable for which the Company deems, in its judgment,
that collection may bein doubt. The reserve for uncollectible accounts at December 31, 2004 was
$515,000.

Factored Receivables (Due to Factor)

On September 22, 2004, the Company and a factoring company executed an Account Transfer and
Purchase Agreement pursuant to which the Company may sell qualified receivables without recourse to the
Company. The Company pays afixed discount of 1% of the gross amount of any receivables sold and is
advanced 80% of the gross amount of such receivables (the “Initial Payment”) and the remaining 20% of
the gross amount of any receivables sold is held as areserve by the factoring company until such time as
the receivable is collected by the factoring company. The Account Transfer and Purchase Agreement
provides the factoring company the right, at its option, to hold additional reserves for any sold receivables
that that have not been collected in full within ninety days to the extent necessary to maintain areservein
an amount up to the sum of (a) the total of Initial Payment made with respect to the sold and uncollected
receivables, plus (b) the total fixed and variable discounts with respect to such sold and uncollected
receivables, and (c) such other amounts that may be due by the Company to the factoring company. As of
December 31, 2004, no such additional reserves were held by the factoring company. The Conpany pays a
variable discount of abase rate, as quoted from time to time by the factoring company, plus 2% on the
Initial Payment for the period of time that the Initial Payment remains outstanding. The effective rate of
the variable discount as of December 31, 2004 was 7.25%. For the year ended December 31, 2004, the
total fixed and variable discounts were an aggregate of $15,000 which isincluded in interest expense. The
amount due to factor as of December 31, 2004 was $113,000.

Pursuant to the Account Transfer and Purchase Agreement, the factoring company holds a security
interest in all of the Company’ s accounts receivable, inventory, cash and contract rights. Pursuant to the
Account Transfer and Purchase Agreement the Company is required to provide the factoring company with
(i) quarterly financial statements within thirty days after the end of each quarter, (ii) quarterly payroll tax
returns with proof of payment of the related payroll taxes within thirty days after the end of each quarter,
and (iii) annual financial statements within sixty days after the end of the fiscal year.
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Inventory

Inventory is comprised of finished goods of skin care products available for sale and is valued at
the lower of cost or market, cost being determined both on a moving average and afirst-in/first-out basis.

Property and Equipment

Property and equipment are carried at cost less allowances for accumulated depreciation. The cost
of equipment held under capital leasesis equal to the lower of the net present value of the minimum lease
payments or the fair market value of the leased property at the inception of the lease. Depreciationis
computed generally by the straight-line method over the estimated useful lives of the assets, which are
generally fiveto seven years. Amortization of equipment held under capital leasesisincluded with
depreciation expense. Expenditures for maintenance and repairs, which do not generally extend the useful
life of the related assets, are charged to operations as incurred. Gainsor losses on disposal of property and
equipment are reflected in the statement of operationsin the period of disposal.

Investment in Product Line Rights

In February 2004, the Company acquired Dermafresh,, Inc., whose sole asset wasthe Dermafresh
Product Line, from an unaffiliated company for cash consideration of $125,000. The acquisition costis
included in other assets and is being amortized as an expense against the sales of the Dermafresh product as
calculated as the percentage of sales of the Dermefresh linein any period to the total expected sales over
thelife of the Dermafresh Line. For the year ended December 31, 2004, such amortization expense was
$11,000 and the unamortized balance as of December 31, 2004 was $114,000.

Long-lived Assets

Long-lived assets consist primarily of property and equipment. Long-lived assets are reviewed for
impairment whenever events or circumstances indicate their carrying value may not be recoverable. When
such events or circumstances arise, an estimate of the future undiscounted cash flows produced by the
asset, or the appropriate grouping of assets, is compared to the asset's carrying value to determine if
impairment exists pursuant to the requirements of SFAS 144, "Accounting for the Impairment or Disposal
of Long-Lived Assets'. If the asset is determined to be impaired, the impairment |oss is measured based on
the excess of its carrying value over its fair value. Assets to be disposed of are reported at the lower of its
carrying value or net realizable value.

Revenue Recognition

During the years ended December 31, 2004 and 2003, the Company derived revenue from; (i) the
placement of advertising in television, internet and print media outlets; (ii) the production of advertising
content including television commercials, print advertising and other graphics design literature; and (iii)
advertising and marketing consulting services. During the year ended December 31, 2004, the Company
derived revenue from the sale of products. The Company's advertising servicesrevenueisderived from
billings that are earned when the mediais placed, from fees earned as advertising services are performed
and from production servicesrendered. In addition, incentive amounts may be earned based on qualitative
and/or quantitative criteria. In the case of media placements, revenue is recognized as the media
placements appear. During 2004 and 2003, the Company was the primary obligor and carried all of the
credit risk for the media placements and accordingly, recorded the full amount of such billings from the
media placements as revenue in accordance with Emerging I ssues Task Force Issue No. 99-19. In the case
of consulting and production arrangements, the revenue is recognized as the services are performed. The
Company's creative consulting revenue is generally earned on afee basis, and in certain casesincentive
amounts may also be earned. Aswith fee arrangements in advertising, such revenue is recognized asthe
work is performed. Incentive amounts for advertising and marketing services are recognized upon
satisfaction of the qualitative and/or quantitative criteria, as set out in the relevant client contract. Deferred
revenues are recognized as aliability when billings are received in advance of the date when revenues are
earned. Revenues from the sale of products are recognized upon the shipment of the goods being sold and
are net of estimated returns and other promotional allowances.
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Advertising Costs

Advertising costs, which for the year ended December 31, 2004 and the period from July 8, 2003
(date of inception) to December 31, 2003 were $556,000 and $0, respectively, are expensed as incurred and
isincluded within selling expensesin the statement of operations.

Income Taxes

The Company provides for federal and state income taxes currently payable, aswell asfor those
deferred because of temporary differences between reporting income and expenses for financial statement
purposes versus tax purposes. Deferred tax assets and liabilities are recognized for the futuretax
consequences attributabl e to differences between the carrying amount of assets and liabilities for financial
reporting purposes and the amounts used for income tax purposes. Deferred tax assets and liabilities are
measured using the enacted tax rates expected to apply to taxable income in the years in which those
temporary differences are expected to be recoverable or settled. The effect of achangein tax ratesis
recognized asincome or expense in the period of the change. A valuation allowance is established, when
necessary, to reduce deferred income taxes to the amount that is more likely than not to be realized.

As of December 31, 2004, the Company has net operating loss carry -forwards approximating
$1,641,000. Pursuant to section 382 of the Internal Revenue Code, utilization of these |osses may be
l[imited upon a changein control.

Basic and Diluted Income (Loss) Per Share

Basic and diluted per share results for the year ended December 31, 2004 were computed based on
the net loss allocated to the common stock for the respective period. The weighted average number of
shares of common stock outstanding during the period was used in the cal culation of basic earnings (l0ss)
per share. In accordance with FAS 128, “Earnings Per Share,” the weighted average number of shares of
common stock used in the calculation of diluted per share amountsis adjusted for the dilutive effects of
potential common shares including, (i) the assumed exercise of stock options based on the treasury stock
method; and (ii) the assumed conversion of convertible preferred stock only if an entity records earnings
from continuing operations, as such adjustments would otherwise be anti-dilutive to earnings per share
from continuing operations. Asaresult of the Company recording aloss during the year ended December
31, 2004, the average number of common shares used in the calculation of basic and diluted loss per share
isidentical and have not been adjusted for the effects of 1,061,520 potential common shares from
unexercised stock options and warrants. Such potential common shares may dilute earnings per sharein
the future. For the period from July 8, 2003 (date of inception) to December 31, 2003, there were no
potential common shares.

Fair Value of Financial Instruments

Accounting principles generally accepted in the United States of Americarequire disclosing the
fair value of financial instruments to the extent practicable for financial instruments, which are recognized
or unrecognized in the balance sheet. Thefair value of the financial instruments disclosed herein is not
necessarily representative of the amount that could be realized or settled, nor does the fair value amount
consider the tax conseguences of realization or settlement. In assessing the fair value of these financial
instruments, the Company used a variety of methods and assumptions, which were based on estimates of
market conditions and risks existing at that time. For certain instruments, including cash and cash
equivalents, notes receivable and other current liabilities, it was estimated that the carrying amount
approximated fair value for the majority of these instruments because of their short maturity. For
investments in marketable securities, fair value is estimated based on current quoted market price. Thefair
value of the Company's investment in product line rights and its property and equipment is estimated to
approximate their net book values. The fair value of the capital lease, the bank line of credit and note
payable obligations as recorded approximate their fair values as represented by the net present value of the
future payments on the underlying obligations.
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Concentration of Credit Risk

Financial instruments that potentially subject the Company to significant concentrations of credit
risk include cash and accounts receivable. As of December 31, 2004, all of the Company's cash is placed
with high credit quality financial institutions. The amount on deposit in any one institution that exceeds
federally insured limitsis subject to credit risk. Asof December 31, 2004 the Company had $30,000 of
cash balancesin excess of federally insured limits. For the year ended December 31, 2004, 67% of the
Company’ stotal revenues were derived from one advertising sector customer and the Co mpany reserved
$482,000 of receivables from such customer. For the period from July 8, 2003 through December 31,
2003, 50%, 24% and 20% of the Company’ s advertising revenues were derived from three companies,
none of which were customers during 2004. For the year ended December 31, 2004, 21% of total revenues
were derived from one product sector customer. At December 31, 2004, the amount due from this product
sector customer approximated $174,000.

As of December 31, 2004, 46% and 25% of the Company’ s accounts receivable is due from two
product sector retail customers and 20% is due from the Company’ s credit card processor for direct
response product sector sales. The Company does not require collateral to support accounts receivable or
financial instruments subject to credit risk.

Stock Options and Similar Equity Instruments

The Company adopted the disclosure requirements of Statement of Financial Accounting
Standards ("SFAS") No. 123, "Accounting for Stock Based Compensation,” as amended by SFAS No. 148
“Accounting for Stock Based Compensation— Transition and Disclosure,” for stock options and similar
equity instruments (collectively "Options") issued to employees. SFAS No. 123 allows for the choice of
recording stock options issued to employees using Accounting Principles Board (“APB”) Opinion No. 25
"Accounting for Stock Issued to Employees" while disclosing the effects, on apro formabasis, of using
SFAS No. 123 in the footnotes to the financial statements. The Company will continue to apply the
intrinsic value based method of accounting for options issued to employees prescribed by APB Opinion
No. 25, rather than the fair value based method of accounting prescribed by SFAS No. 123. SFASNo. 123
also appliesto transactions in which an entity issuesits equity instruments to acquire goods or services
from non-employees. Those transactions must be accounted for based on the fair value of the consideration
received or the fair value of the equity instruments issued, whichever is more reliably measurable.

In December 2002, FASB issued SFAS No. 148, “ Accounting for Stock-Based Compensation-
Transition and Disclosure- An Amendment of FASB Statement No. 123.” This statement amends SFAS
No. 123 to provide alternative methods of transition for a voluntary change to the fair value-based method
of accounting for stock —based employee compensation. In addition,, SFAS No. 148 amends the disclosure
requirements of SFAS No. 123 to require prominent disclosures in both annual and interim financial
statements about the method of accounting for stock-based employee compensation and the effect of the
method used on reported results. SFAS No. 148 also requires that those effects be disclosed more
prominently by specifying the form, content and location of those disdosures.

For purposes of pro forma disclosures the amount of stock-based compensation as cal culated using
the fair value method of accounting for stock optionsissued to employeesis amortized over the options’
vesting period. The Company’s pro formainformation for years ended December 31, 2004 and 2003 is as
follows:
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Y ear Ended December 31, 2004 2003

Net (loss) income as reported $ (5,811,000) $ 385,000
Add: Stock-based employee compensation

included in the statement of operations 3,063,000 -
Deduct: Stock- based employee compensation

as determined under fair value based method (3,184,000) -
Pro forma net income (10ss) $ (5,932,000) $ 385,000
Amounts per share of common stock:
Basic:

Asreported ($1.05) $.13

Proforma ($1.07) $.13
Diluted:

Asreported ($1.05) $.13

Pro forma ($1.07) $.13

The following table summarizes the Company's fixed stock purchase warrants and stock options
for 2004 and 2003.

2004 2003

Weighted Weighted

Average Average

Exercise Exercise

2004 Shares Price 2003 Shares Price

Outstanding-beginning of year - - - -

Granted 3,246,583 $0.62 614,467 $0.00

Exercised (2,151,730) $0.06 (614,467) $0.00

Forfeited/Expired (33,333) $1.35 - -

Outstanding-end of year 1,061,520 $1.73 - -

Options exercisable-end of year 1,061,520 $1.73 - -
Weighted-average fair value of

options granted during the year $1.50 $0.60

The assumptions used during the year ended December 31, 2004 and 2003 were as follows:

2004 2003
Risk free interest rate 2.12% 2%
Expected Dividend Yield 0 0
Expected Lives 1-5years 6 years
Expected Volatility 68%-120% 127%

The following table presents warrants and options outstanding as of December 31, 2004 and their
exercise prices and contractual remaining lives, the 1,061,520 warrants and options outstanding have
exercise prices ranging between $0.90 and $30.00 and a weighted-average remaining contractual life of
3.275 years.

Shares Underlying

Outstanding Remaining
Options and Contractual Lifein
Warrants Exercise Price Years
9,077 $30.00 3.76
733,333 $1.35 4.16
53,333 $2.45 .34
52,444 $3.00 421
13,333 $0.90 .53
200,000 $1.38 74
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Use of Estimates

The preparation of financial statementsin conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements, and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

2. Accounts Receivable

The Company’s accounts receivablesas of December 31, 2004 are summarized as follows:

Accounts receivable $ 725,000
Allowance for doubtful accounts (515,000)
210,000
Receivables, long-term (a) 174,000
Accounts receivable, net $ 36,000

Asof December 31, 2004 all of the Company’ s accounts receivable are pledged as collateral for
borrowings.

(a) - For the year ended December 31, 2004, 67% of the Company’s total revenues were derived
from one advertising sector customer and the Company reserved $482,000 of receivables from such
customer. In January 2005, the Company accepted restricted stock in payment of the outstanding
receivable due from such advertising sector customer and the value of such stock will be presented in the
balance sheet as along-term receivable because the stock cannot be sold for one year from the date it was
received. Other provisions for bad debts amounted to $33,000 for the year ended December 31, 2004.

3. Property and Equipment

The Company’ s property and equipment as of December 31, 2004 are summarized as follows:

Computer equipment $ 24,000
Computer software 5,000
Equipment 8,000
Furniture 17,000
Production equipment 9,000
63,000
Accumulated depreciation (9,000)
54,000
Equipment held under capitalized |ease obligations 22,000
Accumulated amortization -
22,000
Property and equipment, net $ 76,000

During 2004 the Company recorded depreciation expense of $9,000.
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4, Capital Lease Obligation

As of December 31, 2004, the future minimum lease payments under a capital lease are asfollows:

2005 $ 5,000
2006 5,000
2007 5,000
2008 6,000
2009 6,000

27,000
L ess amount representing imputed interest (5,000)
Present value of net minimum capital |ease payments 22,000
Current portion of capital |ease obligation 4,000
Non current portion of capital lease obligation $ 18,000

5. Bank Line of Credit

On July 9, 2004, the Company obtained a $100,000 bank line of credit. Theline of credit bears
interest at prime and is collateralized by a $100,000 certificate of deposit. During the year ended December
31, 2004 the Company borrowed $100,000 under the line-of-credit all of which remains outstanding as of
December 31, 2004. The line of credit expires on July 8, 2005 which is the same date the collateral
position on the certificate of deposit isreleased. During the year ended December 31, 2004, interest
expense on the line of credit approximated $1,000. The effective rate on the line of credit was 5.32% as of
December 31, 2004.

6. Note Payable

On July 8, 2004, the Company issued a $250,000 promissory noteto an individual. The note bears
interest at 18% which is due and payable each month that the note is outstanding. All principal and interest
on the note was originally due on January 8, 2005 (see Note 14). The noteis secured by the inventory of
the Company and a pledge by the chief executive officer, of 200,000 shares of the Company’s common
stock owned by him. In addition, the Company issued to the individual 15,347 shares of its common stock,
having a value of $25,000, which will reduce the amount of interest for year 2004 that is payable in cash
and the fair value of such stock istreated asinterest expense. During the year ended December 31, 2004
interest expense on the note payabl e approximated $22,000 and as of December 31, 2004 the remaining
value of the common stock issued in lieu of cash for interest expense of $3,000 isincluded in prepaid
expenses.

7. Income Taxes
For 2004 and 2003, the Company has no current Federal or state taxes payable. Deferred taxes

based upon differences between the financial statement and tax basis of assets and liabilities and available
tax carry-forwards are summarized in the following table.

As of December 31, 2004
Net operating loss carry -forward $ 437,000
Allowance for doubtful accounts receivable 163,000
Stock compensation expense 1,217,000
Sales returns and promotion allowance 47,000
Depreciation (2,000)
Net deferred tax asset 1,862,000
Valuation allowance (1,862,000)
3 -

For the year ended December 31, 2004 the valuation allowance for net deferred tax assets
increased by $1,862,000. The net increase was the result of increased change in net temporary differences.
Based upon the current tax loss, the Company has established the valuation allowance against the entire net
deferred tax asset.
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As of December 31, 2004, the Company has net operating loss carry -forwards approximating
$1,641,000. On January 4, 2004, pursuant to the Adsouth Acquisition, there was a change of control which
will limit the Company’s utilization of its tax net operating loss carryover for losses incurred prior to the
issuance of such shares, per Section 382 of the Internal Revenue Code.

The Company's net operating loss carry -forwards at December 31, 2004 expire as set forth in the
following table.

Y ear carry-forward expires Amount
2024 $1,641,000

The following table reconciles the statutory federal income tax rate to the effective rate.

Y ear Ended December 31, 2004

Statutory federal income tax rate (35.0% )

Net operating loss for which no benefit was

received 3A4.7%

Permanent difference 3%

Effective income tax rate 0.0%
8. Commitments and Contingencies

Operating L ease Obligations

The Company leases 6,658 square feet of executive office space in an office building located in
Boca Raton, Florida under a non-cancelable |ease, as amended, which initially expiresin March of 2010.
The Company has aright to cancel the lease effective December 2006 by providing a 180 days prior notice
to the landlord of itsintent to invoke the early termination clause..

As of December 31, 2004 our future minimum lease payments under operating leases are as
follows:

2005 $ 149,000
2006 154,000
2007 160,000
2008 166,000
2009 172,000
Thereafter 31,000
Total $ 832,000

Rent expense under operating leases for the year ended December 31, 2004 and for the period
from July 8, 2003 to December 31, 2003 approximated $76,000 and $4,000. These costs are included as
part of selling, administrative and other expensein the consolidated statement of operations.

Employment Agreements

On February 18, 2005, the Company entered into an employment agreement, dated as of July 1,
2004, with its chief executive officer, John P. Acunto, Jr. Mr. Acunto’s employment agreement provides
for Mr. Acunto to serve as the Company’ s chief executive officer until December 31, 2009, and continuing
on ayear-to-year basis unless terminated by either party. Mr. Acunto isto receive asalary of $375,000,
which, commencing January 1, 2006, is subject to an annual increase of 5%. The Company also agrees to
include him as one of the board of director’s nomineesfor election asadirector. He also received an initial
bonus of $250,000 in 2004, and will receive quarterly and annual bonuses. The quarterly bonus will be 5%
of the Company’ s adjusted gross profit, which is defined as gross profit less compensation (other than his
quarterly bonus and annual bonus). If the Company’sincome before income taxes and payment of his
annual bonus (“adjusted income”) is at least $2,000,000, the Company will pay Mr. Acunto an annual
bonus equal to 5% of the adjusted income. For each quarter in which aquarterly bonusis payable, Mr.
Acuntoisto receive afive-year non-qualified option to purchase the number of shares of common stock
determined by dividing the amount of the quarterly bonus by the exercise price per share, which shall be
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the closing price of the Company’s common stock on the last day of the quarter. Mr. Acunto also receives
insurance benefits and a monthly automobile allowance of $1,800. In the event of atermination of Mr.
Acunto’s employment as aresult of his death or disability, the Company will pay him or his beneficiary his
salary for the lesser of one year or the balance of theterm. In the event of a change of control, as defined in
the agreement, atermination of his employment other than for cause, atermination of hisemployment asa
result of adisability or hisresignation, the Company isto pay Mr. Acunto an amount equal to the sum of
hisannual salary in effect on the date of termination and the highest total of bonuses paid to him for any
year during the term multiplied by the greater of two or the number of years remaining in the term.

On February 18, 2005, the Company entered into an employment agreement, dated as of July 1,
2004, with its chief financial officer, Anton Lee Wingeier. Mr. Wingeier's employment agreement
providesfor Mr. Wingeier to serve as the Company’s chief financial officer until December 31, 2005 and
continuing thereafter on a month-to-month basis unless terminated by either party. Mr. Wingeier isto
receive asalary at the annual rate of $125,000 through September 30, 2004 and $150,000 thereafter. He
also received an initial bonus of $24,000 in 2004, and will receive a quarterly and annual bonus. The
quarterly bonus will be 5% of the Company’ s adjusted gross profit, which is defined as gross profit less
compensation (other than his quarterly bonus and annual bonus). If the Company’sincome before income
taxes and payment of hisannual bonusis at least $2,000,000, the Company will pay Mr. Wingeier an
annual bonus equal to 5% of the adjusted income. For each quarter in which a quarterly bonusispayable,
Mr. Wingeier isto receive five-year non-qualified option to purchase the number of shares of common
stock determined by dividing the amount of the quarterly bonus by the exercise price per share, which shall
be the closing price of the Company’scommon stock on the last day of the quarter. Mr. Wingeier also
receives insurance benefits and a monthly automobile allowance of $900. In the event of atermination of
Mr. Wingeier'semployment as aresult of hisdeath or disability, the Company will pay him or his
beneficiary his salary for the lesser of one year or the balance of the term.

On March 18, 2004, the Company entered into an employment agreement with its president, John
Cammarano. Mr. Cammarano’s employment agreement provides for Mr. Cammarano to serve asthe
Company’s president until March 18, 2007 and automatically renews for additional three year period unless
either the Company or Mr. Cammarano provides the other with 90 days notice before March 18, 2007 of
their intention to not renew. Effective April 5, 2004, Mr. Cammarano isto receive asalary at an annual
rate of $175,000 through the term of the employment agreement. He also received a one-time signing
bonus of $50,000 and shares of common stock valued at $100,000, 33,333 shares of common stock for
overseeing the establishment of aweb-based advertising business and an option to purchase 66,667 shares
of common stock at an exercise price of $1.35 per share. Mr. Cammarano is entitled to a bonus of 5% of
the product sales of the Comp any and stock based incentives equal to 5% of the revenues that are generated
asaresult of hisdirect efforts. For the year ended December 31, 2004, Mr. Cammarano voluntarily limited
his bonus compensation to $50,000 which represents 5% of product sales, less returns and advertising
allowances. Mr. Cammarano also receives a monthly auto allowance of $1,800. In the event of a
termination of Mr. Cammarano’ s employment as aresult of his death the Company will pay his beneficiary
an amount equal to the sum of the salary and bonus paid him in the immediately prior calendar year. Inthe
event of atermination of Mr. Cammarano’ s employment as aresult of his disability the Company will pay
him his monthly salary as then in effect for a period of six months and thereafter will pay him 50% of his
monthly salary asthen in effect until the first anniversary of hisdisability.

Legal Proceedings

On or about November 5, 2004, Plan* It Strategic Marketing, Inc. commenced an action in the
Circuit Court, Palm Beach County, Florida against the Company, its subsidiary Dermafresh, Inc., John
Cammarano, and others, including Think Tek, Inc., the company that sold Dermafresh, Inc. and the
Dermafresh microdermabrasion product to the Company, claiming that the sale to the Company violated an
agreement between the plaintiff and Think Tek, Inc. Mr. Cammarano became the Company’ s president
subsequent to the Company’ s acquisition of Dermafresh, Inc., and was an officer, director and stockhol der
of Dermafresh, Inc. at the time Dermafresh, Inc. was sold to the Company. The plaintiff is seeking
monetary damages and equitable relief, including atemporary and permanent injunction, rescission and the
imposition of an equitabletrust. A hearing on plaintiff’srequest for atemporary injunction was held on
November 15, 2004. On November 16, 2004, the Company received notice from the Circuit Court, Palm
Beach County, that the plaintiff’s motion for temporary injunction was denied. The Company believes that
the claim against it is without merit.
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In the normal course of businessthe Company may beinvolved in legal proceedingsin the
ordinary course of business. Such matters are subject to many uncertainties, and outcomes are not
predictable with assurance.

9. Capital Stock

Common and Preferred Stock

In April 2004, the Company’s stockholders, by a consent of the holders of a majority of the
outstanding shares of common stock, consisting of the Company’s chief executive officer and hiswife,
approved an amendment to the Company’ s certificate of incorporation, which (i) increased the number of
authorized shares of common stock, par value $.0001 per share, to 500,000,000 shares, and (ii) authorized
5,000,000 shares of preferred stock, par value $.0001 per share, of which 3,500,000 shares are designated
as Series A Convertible Preferred Stock (see Note 14).

The Series A Convertible Preferred Stock provides the holders of such shares the right to convert
each share into one hundred (100) shares of fully-paid, validly issued and non-assessable shares of the
Company’s Common Stock, without further consideration, upon any “change of control” of the Company.
For purposes of the Series A Convertible Preferred Stock, a*change of control” shall be deemed to have
occurred in the event that any person or entity shall have acquired more than twenty-five percent (25%) of
the aggregate number of shares of the Company’ s issued and outstanding Common Stock in any single
transaction or series of transactions which is not approved by our Board of Directors. While the Board of
Directors has the ability to issue shares of Series A Convertible Preferred Stock to any person, the primary
purpose for the authorization to issue a series of stock having the particular attributes of the proposed Series
A Convertible Preferred Stock is to serve as a deterrent to any outside person taking control of the
Company away from its existing controlling stockholders.

As of December 31, 2004, the Company has no present arrangement, obligation or specific
intention to issue shares of our Preferred Stock to any person, however the Board of Directors does have

the express authority, without further shareholder approval, to issue shares of Preferred Stock without the
further approval by, or prior knowledge of, the shareholders.

All remaining shares of Preferred Stock not so specifically designated may be designated in the
future by action of the Board of Directors of the Corporation and otherwise in accordance with the
applicable provisions of the Nevada Revised Statutes of the State of Nevada.

Private Placement Offerings

On June 4, 2004, the Company sold 133,333 shares of its common stock for $1.50 per share to an
accredited investor pursuant to a private placement offering receiving proceeds of $200,000. Pursuant to
the offering, the investor has the right to demand registration of the 133,333 shares one year from the date
of purchase.

On July 20, 2004, the Company sold 46,667 shares of its common stock for $1.13 per share to an
accredited investor pursuant to a private placement offering receiving proceeds of approximately $51,000.
Pursuant to the offering, the investor has the right to demand registration of the 46,667 shares one year
from the date of purchase.

Note Receivable Stockholder

On May 9, 2003, the Company’s board of directors authorized The Tiger Fund’s purchase of an
additional 1,298,452 shares of Common Stock upon their issuance of an approximately $20,000 promissory
note to the Company, subsequent to which, the Tiger Fund owned the maximum number of shares
permitted by the Tiger Fund Stock Purchase Agreement. The note accruesinterest annually at arate equal
to the 90 day treasury rate published in the Wall Street Journal on January 1st of each year, an effective rate
of 1% at December 31, 2004, with all principal and interest due in forty-eight (48) months.
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Pursuant to the Adsouth Acquisition, the Tiger Fund, Inc. committed to provide the Company with
atotal of $1 million in equity funding during 2004. Originally, the Tiger fund was to receive awarrant to
purchase 133,333 shares of Common Stock at $15 per share for its $1 million investment. On March 31,
2004 the Company and the Tiger Fund entered into an amended agreement pursuant to which the Tiger
Fund, Inc. purchased 333,333 shares of common stock for $1 million consisting of $350,000 cash and a
promissory note in the amount of $650,000. Subsequently, The Tiger Fund returned 157,894 shares of
common stock and the $650,000 promissory note was cancelled.

Stock Repurchase Plan

On July 23, 2004 the Company’s board of directors authorized the purchase of up to $500,000
of its common stock from time to time in open market transactions. The repurchase program did not have a
specified duration. Asof December 31, 2004, the Company had not purchased any shares.
10. Stock Based Compensation

Deferred Stock-based Compensation

Pursuant to a management agreement entered into on December 22, 2003 between Strategy
Partners, Inc., arelated party, and the Company then known as Zenith Technology, Inc., the Company
authorized the issuance of 347,800 shares of Common Stock valued at approximately $2.25 per shareto
Strategy Partners as payment for the first twelve months of their management consulting services. These
shares had afair value of $783,000, the amount which was expensed in 2004.

On May 4, 2004, the Company granted to a consultant 41,667 shares of Common Stock having a
fair value of $100,000, the amount which was expensed in 2004.

On July 12, 2004, the Company granted to a consultant a stock option to purchase 133,333 shares
of common stock for $.98 per share, al of which were exercised on September 15, 2004. The fair value of
the option was $30,000, the amount which was expensed in 2004.

On July 12, 2004, the Company granted to a consultant a stock option to purchase 16,667 shares
of common stock for $.0015 per share, all of which were exercised on September 16, 2004 and an option to
purchase 13,333 shares of common stock for $.90 per share, all of which remain unexercised as of
September 30, 2004. The fair value of the options was $24,000, the amount which was expensed in 2004.

On August 25, 2004, the Company granted to a company 16,667 shares of Common Stock having
afair value of $30,000, the amount which was expensed in 2004.

On September 8, 2004, the Company granted to a consultant a stock option to purchase 200,000
shares of common stock for $1.38 per share, al of which remain unexercised as of December 31, 2004,
2004. Thefair value of the option was $24,000, the amount which was expensed in 2004.

The amount expensed for the stock and option grants described in the preceding six paragraphs for
the year ended December 31, 2004 was $991,000.

Stock Grants

On January 4, 2004, the Company granted 669,333 shares of common stock to employees
including 666,667 sharesissued to its executive officers. The fair value of each share on January 4, 2004
was $2.40 resulting in stock-based compensation expense of $1.606 million.

On February 20, 2004, the Company granted 50,000 shares of common stock to non-employee

consultants. The fair value of each share on February 20, 2004 was $1.95 resulting in stock-based
compensation expense of $98,000.
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On February 27, 2004, the Company granted 1,124,000 shares of common stock to employees and
non-employee consultants including 890,667 shares issued to its executive officers, 20,000 shares issued to
anon-employee consultant and 213,333 shares i ssued to the managing director of the Strategy Partners.
The fair value of each share on February 27, 2004 was $1.35 resulting in stock-based compensation
expense of $1.526 million.

On March 1, 2004, the Company granted 26,667 shares of common stock to an executive officer.
The fair value of each share on March 1, 2004 was $1.65 resulting in stock-based compensation exp ense of

$44,000.

On March 18, 2004, the Company granted 35,063 shares of common stock to employees including
32,841 shares issued to its executive officers. Thefair value of each share on March 18, 2004 was $3.38
resulting in stock-based compensation expense of $118,000.

On March 31, 2004, the Company granted 40,000 shares of common stock to employees and non-
employee consultants including 33,333 shares issued to an executive officer, 6,667 shares issued to non-
employee consultants. Thefair value of each share on March 31, 2004 was $3.08 resulting in stock-based
compensation expense of $103,000.

Stock Options

On February 27, 2004, the Company issued to executive officers, options to purchase 766,667
shares of common stock at a price of $1.35 per share, the fair value of such shares on February 27, 2004,
resulting in no stock-based compensation expense.

On May 4, 2004, the Company issued to a consultant an option to purchase 53,333 shares of
common stock at a price of $2.45 per share. The fair value of each share on May 4, 2004 was $1.95 per
share resulting in no stock-based compensation.

Warrants

On January 28, 2004, the Company issued to certain former shareholders of the Company in order
to settle aclaim for such warrants that was purported to exist prior to the Adsouth Acquisition, warrants to
purchase an aggregate of 9,076 shares of common stock at a price of $30.00 per share. The fair value of
each share on January 28, 2004 was $3.30 resulting in no stock-based compensation expense.

On May 11, 2004, the Company issued awarrant to purchase an aggregate of 52,444 shares of
common stock at a price of $3 per share. Thefair value of each share on May 11, 2004 was $2.25 resulting
in no stock-based compensation expense.

11. Segment Information

The Company’ s operating activity consists of two operating segments, Advertising and Products.
Segment selection is based upon the organizational structure that the Company’ s management uses to
evaluate performance and make decisions on resource allocation, aswell as availability and materiality of
separate financial results consistent with that structure. The Advertising sector consists of the placement of
advertising, the production of advertising and creative advertising consulting. The Productssector includes
all activitiesrelated to the sale of the DermaFresh product line. Certain corporate and general expenses of
the Company are allocated to the Company’ s segments based on an estimate of the proportion that such
allocable amounts benefit the segments.
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12. Related Party Transactions

On January 4, 2004, pursuant to the Adsouth Acquisition, the Company, The Tiger Fund,
Adsouth, Inc., John P. Acunto, Jr. and Angela E. Acunto entered into a share exchange transaction,
pursuant to which the Tiger Fund transferred 1,866,667 shares of Common Stock it owned to Mr. John P.
Acunto, Jr. and Ms. Angela E. Acunto, who were the two shareholders of Adsouth, Inc., in exchange for
their 100% equity ownership in Adsouth, Inc. Upon the completion of the Adsouth Acquisition, control of
the Company had changed whereby Mr. John P. Acunto, Jr. and Ms. Angela Acunto owned more than 50%
of the total issued and outstanding Common Stock.

On May 9, 2003, the Company’s board of directors authorized The Tiger Fund’s purchase of
1,298,452 shares of common stock upon their issuance of a$19,477 promissory note to the Company.. The
note accruesinterest annually at arate equal to the 90 day treasury rate published in the Wall Street Journal
on January 1st of each year, an effective rate of 1% at December 31, 2004, with all principal and interest
duein forty-eight (48) months.

Pursuant to the Adsouth Acquisition, The Tiger Fund, Inc. committed to provide the Company
with atotal of $1 million in equity funding during 2004. Originally, The Tiger fund wasto receive a
warrant to purchase 133,333 shares of Common Stock at $15 per share for its $1 million investment. On
March 31, 2004 the Company and The Tiger Fund entered into an amended agreement pursuant to which
the Tiger Fund, Inc. purchased 333,333 shares of common stock for $1 million consisting of $350,000 cash
and a promissory note in the amount of $650,000. Subsequently, The Tiger Fund returned 175,439 shares
of common stock and the $650,000 promissory note was cancelled.

13. New Authoritative Pronouncements

In January 2003, the FASB issued Interpretation No. 46 ("FIN 46"), "Consolidation of Variable
Interest Entities, an Interpretation of ARB No. 51." FIN 46 requires certain variable interest entities to be
consolidated by the primary beneficiary of the entity if the equity investorsin the entity do not have the
characteristics of acontrolling financial interest or do not have sufficient equity at risk for the entity to
finance its activities without additional financial support from other parties. FIN 46 is effective for all new
variable interest entities created or acquired after January 31, 2003. For variable interest entities created or
acquired prior to February 1, 2003, the provisions of FIN 46 must be applied for the first interim or annual
period beginning after December 15, 2003. In December 2003, the FASB issued Interpretation No. 46(R)
(“FIN 46R™) which revised certain provisions of FIN 46. Publicly reporting entities that are small business
issuers must apply FIN 46R to all entities subject to FIN 46R no later than the end of the first reporting
period that ends after December 15, 2004 (as of December 31, 2004, for a calendar year enterprise). The
effective date includes those entities to which FIN 46 had previously been applied. However, prior to the
application of FIN 46R, a public entity that is asmall businessissuer shall apply FIN 46 or FIN 46R to
those entities that are considered special-purpose entities no later than as of the end of the first reporting
period that ends after December 15, 2003 (as of December 31, 2003 for a calendar year enterprise). The
adoption of FIN 46 or FIN 46R did not have a material effect on the Company’s consolidated financial
position or results of operations.

In April 2003, SFAS 149, "Amendment of Statement 133 on Derivative Instruments and Hedging
Activities" ("SFAS 149") wasissued. SFAS 149 amends and clarifies financial accounting and reporting
for derivative instruments, including certain derivative instruments embedded in other contracts
(collectively referred to as derivatives) and for hedging activities under FASB Statement No. 133 ("SFAS
133"), "Accounting for Derivative Instruments and Hedging Activities'. This statement is effective for
contracts entered into or modified after June 30, 2003. The adoption of SFAS 149 did not have a material
effect on the Company’s consolidated financial position or results of operations.

During 2003, SFAS 150, "Accounting for Certain Financial Instruments with Characteristics of
both Liabilities and Equity” ("SFAS 150") wasissued. SFAS 150 establishes standards for classification
and measurement of certain financial instruments with characteristics of both liabilities and equity. It
requires that an issuer classify afinancial instrument that iswithin its scope as aliability (or an asset in
certain cases). The provisions of SFAS 150 are effective for instruments entered into or modified after
May 31, 2003 and pre-existing instruments as of July 1, 2003. On October 29, 2003, the FASB voted to
indefinitely defer the effective date of SFAS 150 for mandatorily redeemable instruments as they relate to
minority interestsin consolidated finite-lived entities through the issuance of FASB Staff Position 150-3.
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In Decermber 2003, arevision of SFAS 132 “Employers’ Disclosures about Pensions and Other
Postretirement Benefits” was issued, revising disclosures about pension plans and other post retirements
benefits plans and requiring additional disclosures about the assets, obligations, cash flows, and net
periodic benefit cost of defined benefit pension plans and other defined benefit postretirement plans.

In November 2004, the FASB issued SFAS No. 151 "Inventory Costs, an amendment of
Accounting Research Bulletin No. 43, Chapter 4- Inventory Pricing”. The amendments made by
Statement 151 clarify that abnormal amounts of idle facility expense, freight, handling costs, and wasted
materials (spoilage) should be recognized as current-period charges and require the allocation of fixed
production overheads to inventory based on the normal capacity of the production facilities. The guidance
is effective for inventory costs incurred during fiscal years beginning after June 15, 2005.

In December 2004, the FASB issued SFAS N0.153, "Exchanges of Nonmonetary Assets, an
amendment of APB Opinion No. 29, Accounting for Nonmonetary Transactions" (“SFAS 153”). The
amendments made by SFAS 153 are based on the principle that exchanges of nonmonetary assets should be
measured based on the fair value of the assets exchanged. Further, the amendments eliminate the narrow
exception for nonmonetary exchanges of similar productive assets and replace it with abroader exception
for exchanges of nonmonetary assets that do not have commercial substance. Previously, Opinion 29
required that the accounting for an exchange of a productive asset for asimilar productive asset or an
equivalent interest in the same or similar productive asset should be based on the recorded amount of the
asset relinquished. Opinion 29 provided an exception to its basic measurement principle (fair value) for
exchanges of similar productive assets. The Board believes that exception required that some nonmonetary
exchanges, although commercially substantive, be recorded on a carryover basis. By focusing the
exception on exchanges that lack commercial substance, the Board believes this Statement produces
financial reporting that more faithfully represents the economics of the transactions. The Statement is
effective for nonmonetary asset exchanges occurring in fiscal periods beginning after June 15, 2005. Earlier
application is permitted for nonmonetary asset exchanges occurring in fiscal periods beginning after the
date of issuance. The provisions of this Statement shall be applied prospectively.

The Company expects that the adoption of the new statements will not have a significant impact
onitsfinancial statements.

In December 2004, the FASB issued SFAS No0.123 (revised 2004), " Share-Based Payment"
Statement 123(R) will provide investors and other users of financial statements with more complete
financial information by requiring that the compensation cost relating to share-based payment transactions
be recognized in financial statements. That cost will be measured based on the fair value of the equity or
liability instrumentsissued. Statement 123(R) covers awide range of share-based compensation
arrangementsincluding share options, restricted share plans, performance-based awards, share appreciation
rights, and employee share purchase plans. Statement 123(R) replaces FASB Statement No. 123,
Accounting for Stock-Based Compensation, and supersedes APB Opinion No. 25, Accounting for Stock
Issued to Employees. Statement 123, as originally issued in 1995, established as preferable afair-value-
based method of accounting for share-based payment transactions with employees. However, that
Statement permitted entities the option of continuing to apply the guidance in Opinion 25, aslong asthe
footnotesto financial statements disclosed what net income would have been had the preferable fair-value-
based method been used. Public entitiesthat are small businessissuerswill be required to apply Statement
123(R) as of thefirst interim or annual reporting period that beginsafter December 15, 2005. Currently the
Company recognizes the expense of options, or similar instruments, issued to employees using the intrinsic
value based method. The Company is eval uating the impact this statement may have on its financial
statements.
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14. Subsequent Events

€) On January 13, 2005, the Company entered an asset purchase agreement to acquire assets of
Miko Brands, LLC. The Miko Brand products consist of aline of marinade and dressing sauces. Pursuant
to the asset purchase agreement, the Company issued 63,333 shares of common stock to the sole member of
Miko Brands, LLC. The Company entered into a consulting agreement with Miko's sole member pursuant
to which the Company granted to him an option to purchase 26,667 shares of common stock for $1.31 per
share, being the fair market value on the date of grant. In addition, the Company entered into a
manufacturing license agreement with a entity formed by Miko's sole member which grants that entity
certain manufacturing rights for the Miko brand.

(b) On January 25, 2005, the Company granted to a consultant an option to purchase 185,185 shares
of common stock for $.60, which was exercised on January 26, 2005. The option grant resulted in
approximately $85,000 of expense, which will be charged to the statement of operations during 2005.

(c) On February 18, 2005, the Company executed an amendment to a $250,000 promissory note
originally issued on July 8, 2004. The original terms of the note required payment of the note January 8,
2005. Pursuant to the amendment $75,000 of principal was paid on February 18, 2005, $75,000 of
principal is payable on March 20, 2005, $75,000 of principal is payable on April 19, 2005 and $25,000 of
principal and accrued and unpaid interest are payable on May 19, 2005.

(d) On February 17 and 22, 2005, the Company compl eted a private placement of its securities
pursuant to subscription agreements with ten accredited investors. Pursuant to the subscription agreements,
the Company sold to the investors, for $810,100, (i) its 10% convertible notes due December 2006 in the
aggregate principal amount of $810,100, (ii) 1,620,200 shares of Common Stock, and (iii) warrants to
purchase 675,083 shares of common stock at an exercise price of $1.28 per share. Atlas Capital Services,
LLC served as placement agent for the financing. As compensation for its services as placement agent, the
Company paid Atlas afee of 10% of the gross proceeds raised in the private placement, warrants to
purchase 1,350,167 shares of common stock at an exercise price of $.60 per share and awarrant to purchase
33,333 shares of common stock at par value, which was exercised on February 17, 2005. The Company
also paid the subscribers’ legal expenses.

The notes are convertible into common stock at the fixed conversion price of $.60 per share at any
time. Commencing on the earlier of July 1, 2005 or the first business day of the calendar month following
the date that aregistration statement covering the shares of Common Stock issued at the closing and
issuable upon conversion of the notes and exercise of the warrants, the Company isrequired to redeem 1/18
of the principal amount of the notes. If the market price of the common stock, computed as provided in the
note, is at least 175% of the fixed conversion price, the Company is required to pay in stock based on the
fixed conversion price. If the market price for the common stock is less than 175% of the fixed conversion
price, the Company can advise the holders of the notes whether the Company proposes to pay in stock or in
cash. If payment is madein cash, the Company isto pay 110% of the principal amount of the note being
redeemed, plus accrued interest. If payment is made in stock, the stock is valued at the lesser of fixed
conversion price or 80% of the market price of the common stock. If the Company gives notice that it
intends to pay the monthly installment in cash, the holders may, nonetheless, convert their notes based on
the fixed conversion price. The Company has the right to prepay the notes at 105% of the principal
amount, plus accrued interest, however, the holders have the right to convert until the date of payment.

Any principal amount converted by a note holder other than a conversion with respect to a monthly
installment is applied to the monthly installments next due. The holders of the notes have anti-dilution
rights with respect to certain sales of common stock or convertible securities at a price or with aconversion
price less than the fixed conversion price.

The warrants entitle the holders to purchase shares of the Company’ s common stock for a period
of five years from the date of issuance at an exercise price of $1.28 per share, except that the warrants
issued to Atlas have an exercise price of $.60 per shares. The holders of the warrants have anti-dilution
rights with respect to certain sales of common stock or convertible securities at a price or with a conversion
price less than the exercise price.
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The Company estimates that the aggregate debt discount related to the convertible notes will be
equal tothe full value of the convertible notes, which will be amortized over the life of the convertible
notes (twenty-two months). The debt discount represents an allocation of the relative fair value of the
common stock and warrants issued on the closing of such notes plustherelative fair value of the beneficial
conversion feature embedded in the notes. Closing costs, which approximated $125,000 will be capitalized
as a deferred financing costs and amortized over the life of the convertible notes.

Pursuant to the subscription agreements, the Company also agreed to file with the Securities and
Exchange Commission, aregistration statement covering the shares of common stock issued at the closing,
and the shares of common stock issuable upon conversion of the notes and upon exercise of the warrants.
If the registration statement is not filed within 90 days from February 17, 2005 or does not become
effective within the required timeframe, or does not remain effective for any 15 consecutive days, the
Company has agreed to make substantial payments as liquidated damages, and the investors have the right
to take stock in respect of the Company’ s liquidated damage obligation.

(e) On March 14, 2005, the board of directors approved a one-for-fifteen share reverse split of the
Company’s common stock and a proportionate reduction of the authorized shares outstanding. On March
25, 2005, the effective date of the reverse split, the numbers of authorized shares of common stock, par
value $.0001 per share was reduced to 33,333,333. All share information and per share amounts presented
in these consolidated financial statements are presented asif the aforementioned reverse split was effective
for all periods presented.
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